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Bihar board ‘topper’ Ruby Rai arrested after 
appearing for re-test 

Biliar board 'topper’ Rubi Rai, who had triggered a controversy by 
telling a television channel political science pertained to cooking, was 
arrested on Saturday after appearing before the Bihar School 
Examination Board* 

Updated: Jun 25, 2016 20:# 1ST 

Bihar board Topper' Rubi Rai, who had triggered a controversy by 
telling a television channel political science pertained to cooking, was 
arrested on Saturday alter appearing before the Bihar School 
Examination Board for a re-test. 

All 14 toppers of the board, except Rai, had earlier appeared for re¬ 
assessment before a panel of experts and the anti-corruption wing of 
the BSEB which tried to find out if they used impersonation, bribery 
or other fraudulent means to pass the exam. 

Rai had failed to appear in the re-test twice on June 3 and June 17. 
She informed the board she was not well. 

Saurabh Shreshtha, a Science topper, had said in the sting: “Most 
reactive element in the periodic table is Aluminium”. Rai had scored 
444 out of 500 marks in the arts stream and Shreshtha 485 out of 500 
in Science stream. Both studied at the VR College in Vaishali district* 

According to police officials, the Patna civil court has issued a non- 
bailable warrant of arrest against four toppers including Rai. 

The VR college director-cum-principal Bachcha Rai was arrested 
early this month and was lodged in Beur jail in Patna. So far, nearly 
20 people have been arrested by a special investigation team. 

The results of Rai and others were put on hold follow ing the TV sting 
which suggested that education in Bihar continues to be a dubious 
affair with the possibility that cheating and fraud continue at a large 
scale, 

# 

The BSEB claimed this year that Class 1 2 exams were conducted free 
of cheating, citing a drastic fall in the pass percentage as the proof. 
Till last year, mass cheating in board exams was reported. 

Former BSEB chairman Lalkcshwar Prasad Singh and his wife Usha 
Sinha were recently arrested in connection with the issue. 
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SSC exam: One held for impersonation, 25 denied entry 
into centres for coming late 

According Jo the police, when answer sheets were being banded over 
to the candidates, an examination official observed some inscriptions 
written on Mukeslfs tefl thumb 

By: Express News Service | Chandigarh | Published' August 10, 2015 1:36 am 

One person was arrested for impersonating a candidate during the Staff 
Selection Commission (SSC) CGL Tier 1 examination on Sunday. 

The police identified the accused as Mukcsh, a resident of Rohtak who 
was allegedly impersonating a candidate called Sandeep, a resident of 
Shimla. He was taking the exam at Government Model Senior 
Secondary School, Sector 40.; 

i 

According to the police, when answer sheets were being handed over to 
the candidates, an examination official observed some inscriptions 
written on Mukesh's left thumb. On further inquiry, they discovered that 
he was impersonating another candidate. 

Inspector Ranjodh Singh, SHO, Sector 39 police station, said: “We have 
arrested the accused. A police team has been sent to Shimla to nab 
Sand cep, and we are trying to find out if there was any money paid to 
him for impersonation,” f 

Mukesh will be presented before a local court on Monday and a case was 
registered under sections 419 (punishment for cheating by personation) 


and 420 (cheating) of the Indian Penal Code at the Sector 39 police 
station. 

In a related development, around 25 candidates in the city who had come 
from the neighbouring states were denied entry into the centres as they 
reported late. Irked over refusal to write the exam, the candidates created 
a ruckus outside the exam centres, forcing the police to swing into action 
and control the situation. The students requested the officials to allow 
them to take their exam in the evening session or sit for the next exam 
scheduled to be held on August 16 but the officials refused. 

Principal of Post-Graduate Government College for Girls, Sector 42, 
Man! Bedi said, “There were clear instructions from the Staff Selection 
Commission office that we should not allow students after 9.30 am but 
we were lenient enough and allowed them till 9.40 am. It was not the 
college’s decision to ban entry of students. The SSC officials got the 
gates closed at 9.40. There were six to seven students who could not take 
the exam,” 

* 

One of the candidates. Naveen Basati, who had come to take the exam 
from Amritsar, said, “I had started from Amritsar at 4 am and reached 
the bus stand in Sector 43 at 9 am. It was raining at that time but I 
managed to reach the college. 1 w r as late by seven minutes. 1 requested 
the officials to allow me but they refused.” ' 


Another candidate, Ankita, who had come from Ludhiana, said, ‘The 
officials should understand the problems of candidates coming from far- 
off places. We were not making any excuses for coming late, we had a 
genuine problem and we were just five minutes late.” 
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4 arrested for impersonation 
in medical entrance test 

May 8, 2017 | UPDATED 00:501ST 

Panaji, May 7 (PH) The Goa police today arrested four Bihar youths 
from two different examination halls in the state for impersonating 
during the National Eligibility-cum- Entrance Test (NEED held today 
for admission to medical courses. 

The four youths were identified as Randhir Singh (21), Diwakar 

Kumar (22), Mohammad Chanchal (28) and Abhishekh Singh (23) ?- 
all residents of Bihar. 

"Two youths were arrested by the Verna police when they were found 
impersonating as two students at a private school located in Vasco 
city,” a senior police official said. 

Randhir Singh and Diwakar Kumar were picked up from the 
examination centre. 

"During interrogation, they told us that two more of their accomplices 

were appearing in the exanj at another private school located at Old 
Goa near here/’ he added. ’ 

All the four youths were booked under sections 419 (cheating by 
personation), 420 (cheating) and 511 (attempting to steal someone’s 
right) of the IPC. Around 2,000 appeared in NEET in the state. 

NEET is being held this year not only for admissions to medical and 
dental programmes, but also for homoeopathy and ayurveda courses. 

This is unedited, unformatted feed from the Press Trust of India wire. 
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Police uncover entrance 
scam ‘inspired by 
Munnabbai MBBS’ 

At least 8 people are suspected to have taken money to 
appear for aspirants in PG medical entrance exam; 
multiple raids conducted across the country. 

Written by Maherider siti|h Mariral j New Delhi | Published:Fet>rua<y 12,2017 3;55 am 

Over the fast one week, teams of the Delhi Police Crime Branch have 
been busy conducting raids in Delhi, Bengaluru and other cities after 
they discovered that at least eight people allegedly took the national* 
level Post Graduate TVledicai Entrance Examination, held in November, 
2016, on behalf of someone else. The raids, police sources told The 
Sunday Express, could shed light on an "inter-state racket" wherein the 
accused "charged each candidate between Rs 5 lakh and Rs 10 lakh for 
taking the exam on their behalf". 

Police sources also said that those running die racket appear to have 

"drawn inspiration from the Bollywood movie, Munnabhai MBBS”. 

Sources said a team of the Central Range got to work after registering a 

case under IPC sections 419 (impersonation), 420 (cheating) and 34 

(criminal intimidation) at the Crime Branch police station on February 2 

against some medical aspirants for trying to secure admission in medical 

colleges with help from “dummy candidates”. 

■ 

'Police received information on January 20 that some people tried to 
crack the online medical entrance examination by impersonating the 
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aspirants. After conducting an initial probe, teams were formed to dig 
deeper and start conducting raids,” police sources said> Joint 
Commissioner of Police (Crime Branch) Ravindra Singh Yadav was not 
available for comment, saying it is a “confidential matter”, 

A team comprising three inspectors was formed under the supervision of 
an ACP-rank officer, and they approached those in-charge of the 
examination centres where the alleged crime is supposed to have taken 
place. Sources said they have started conducting raids to apprehend the 
candidates as well as the impersonators. “Investigation revealed that the 
impersonators, too, are students of various medical colleges,” police 
sources said. 

In 2032, the Crime Branch had busted a racket involving entrance 
examinations to the postgraduate course at AIIMS. The modus operandi 
involved scanning question papers using high-end mobile phones and 
feeding answers to candidates using Bluetooth technology. 

Past 

2017: Two men held from Gurgaon for appearing on behalf of an 
aspirant in an exam to recruit primary teachers 

2016: 12 impersonators held for appearing in the Uttarakhand Ayurveda 
Pre-Medical Test 

2013: CBI arrested several persons in connection with Foreign Medical 
Graduates Examination 

2010: Two candidates trying to clear UP PG medical entrance 
examination nabbed 
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Rot) of the meeting taken by the taken by the Principal 
Secretary to PM on ‘Aadhaar Enrolment In Post Offices and 

Bank Branch Premises* 


Date: 29*09*2017 Time: 04.00 p,m. 

Venue: FMO, South Block 


List of the participants is Annexed* 

2, The main points of discussion and the decisions taken in the 
meeting are as under: 

p 

(i) UIDAI to phase out all private agencies for enrolment and updation 

of Aadhaar by the end of December, 2017. Thereafter ^ only Bank 
Branches and Post Offices will be locations for Aadhaar enrolment and 
updataion. (Action by: UIDAI) 

■■ h 

(ii) UIDAI may also have consultation with the States as they might 

have outsourced work of Aadhaar enrolment. The effort should be to 
phase out outside agencies without causing inconvenience to the 
general public in enrolment and updation. {Action by; UIDAI) 

(iii) UIDAI to send monthly progress reports on phasing out outside 
private agencies in enrolment and updation, (Action by: UIDAI) 

(iv) D/o Posts has opened 803 update centres till date. They will be 
opening a total of 14;200 Aadhaar enrolment centres by December, 
2017. The centers shall be operated, by Department of Posts directly 
without involvement of any private Aadhaar enrolment agencies The 
monthly target for opening centres should, be fixed for next 3-months. 

(Action by: D/o Posts) 

{v} Rs.200 Crores will be released under Demand No.32 of NITI Aayog 

immediately. The proposal to be submitted by UIDAI and D/o Posts. 

(Action by: UIDAI / DoPf DOE) 

(vi) Banks shall complete the task of setting up Aadhaar 
enrolment and update centers inl5,20Q Bank Branches by Oct 31, 


'■ * 'l 
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2017. The centers slaall be operated by banks directly inside bank 
branches without involvement of any private Aadhaar enrolment 
agencies. (Action by: DFS/UIDAI) 

(vi) The emsting authentication devices for Aadhaar authentication, 

should be replaced with registered devices by user agencies including 
banks in a time-bound manner. (Action by; UIDAI/DFS) 

1 

(viij The consolidated ldt for enrolment and updation should be 
made available on the GEM platforth* Issues on this matter should be 
resolved by MeitY to ensure that kits are available on the GEM platform. 

(Action by; MeitY) 

(vii) UIDAI, in consultation with the D/o Posts, may revise the 

reimbursement charges for enrolment and updation at Post Offices. 
DoE to work out the modalities for reimbursing this expenditure to 
UIDAI/D OP* (Action by; UIDAI/ DoP / DoE) 

The meeting ended with a vote of thanks, to the, chair* 


***** 


Annexure 


List of participants: 

1 Shri A,N, Nanda, Secretary, D/o Posts 

2 Shri Ajay Sawhney, Secretary, MeitY 

3 Dr, Ajay Bhushah Pandey, CEO, UIDAI 

4 Shri Rajiv Kumar, Secretary, D/o financial Services 

5 Shri Pramod; Kumar'Das, AddL Secretary, D/o Expenditure 

b Smt'Usha Chandrasekhar^ Member(Oporation). Department of Posts 

From PMO: 

1. Shri Tarun.Bajaj,-AddL Secretary 

2. Shri Anurag Jain, Joint,Secretary 

3. Shri. Braj ehdra Navhit/ Joint ■ S ecretary 

4. Shri BrijesEPandey; Deputy Secretary 
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MINISTRY OF COMMUNICATIONS AND INFORMATION TECHNOLOGY . 

(Department of Electronic and Information Technology ) ^ ^ ^ 

(UNIQUE IDENTIFICATION AUHORITY OF END LA) 

NOTIFICATION 

New Delhi, the 11th December, 2015 

G,S.R. 993(E).— In exercise of the powers conferred by sub-scction (1) of Section 70 of the 
Information Technology Act, 20D0 (21 of 2000), the Central Government hereby declares the 
UIDAI’s Central Identities Data Repository (CIDR) facilities, Information Assets, Logistics 
Infrastructure and Dependencies Installed at UJDAI (Unique Identification Authority of India) 
^cations to be Protected System for the Purpose of Information Technology Act 2000. 

Authorised personnel as per Sub-section (2) of Section 70 of IT Act 2000 (amended 2008) 
having role based access to UIDAI-CIDR facility are: 

1. -Designated IUDAI officer* & Support Staff 

2. UIDAI authorised team members of contracted Managed Service Provider (MSP). 

3. Other author i sed third party Vendorsaridits partners, 

* 

4. UIDAI authorised business partners. 


[F. No. ]G(36y2015-EG-IT] 
RAJIV KUMAR, Jt. Secy. 


Printed by the Manager, Government of Indm Ring Road, Mayapun. New' Delhi-U0064 
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D15 ita.'ticl" nolo jirs hnpE sprtc i irui irh jfcit! wcr'd Dijire? liitridf r<di - rhe tmaJer detflgpMfnr Ivi'^n r* /rooi 
uiin^ch'Si iffhng^iej-hrfut la^ed br'i'ruH, J-M 1 13 t> hsIfirifrsdijitoJCKfcrvalagks Iirmf Tic^ prau.-r.h, ^^cndejr-npjjc^r- 
ninth il indiT L sr3i,Fdj E /uiffi!f,^r^ Vrr rhfr icg^qcrf ,m|Wfr llOl/ndn shoriOntf IS ynf^Fn!^ riilTriL-ir^rf. rordr^LlcI 
ItffJldG 'jgif l M &fnc/r e awr/aibem matures thf n?mdn:i.i£ dt-ailcl diJifo dspfricl(y m :ufmn pens], int 
adcpriou w,' ipr^f fi:pLijii - Te <pi r|:< nGarobro/ihfdijke! rtpgurign.coiJREnWsIjo rlenheiuOn'tOn the 
^neig^ jprtip.id'iirrs' - by } ■ vnn:r j ifae re snip nc a* rh Jr c\ .s-irf e jiipHirlen nmoiy iiijfinsKf, \sy a Jnpcifij iiw.VrM' bill's 
it th e II ill tj { the If w c :n ic niy, unu" ly cruu n i£ (I n£ ins lifuiiuns are arcniintaidF. 


j/igttal '.cv L l .nols pcs-tie intend, mobhr pLiOi-es, 
and ali riie ocher sods Lucsllegr, stote. a*n ! ne. and 
jbsT! mformiancn Ogrit/-have spreaf quidtl/ 
Mere households If. itvelcpbj countries oWr. a 
n.obi'j phone tei"n hive adeesi 'o eleCLtit.ty Or cfMil 
water iinrt nearly yo p-rcenc tf iK= tgr^rm fifth of 
tde papulation in develoolng countries own a mobile 
phone The number df Ijilctoe: users rug mere than 
thpled’lti ji d-eca.d. 2 —fri n l billion in to t.n 

EsitmafEtl j..i ti.hon at the End 0; 1015' TnJ f-ieh'ij 
[ha: businesses, fEiple, and governments are more 
Connected tbatl ever hsfor* figure Gi) The d.gital 
revulwlon has brought immediate prwa'? bene 
firs™ ta-sJc r coirmi un ica floti ? r i 1 n 'eu m ar. on. 3 mate: 
convenience. free dijtml pradoas, ar.i urw forms c\ 
leisure- 3i hu also created a profound sun=n cf suciaE 
eonriEersdntEF Jiul global Htrunun'ty. E'ur hive maa- 
Jivi Lnverrnaents b I r.for mitbi U * r.d eomirruir-ma'-on 
r^rhirologres HCTs) gEncnrir firter growth, mt-re' 
jobs, ind belter series? Ihiedd, itf M'Jtr.fr.ei TC?p 

'i nig sLjabie digital divi'endi: 

. TeohnOiojy ;a? r be rrEflj, F a T ms’..onil A dijita. 
Tdelinfitation s/^wtr surli as lnd'.ab dadhasr, b/ 
overc^niinj rentier infbTrr.ntjon prolicns, blips 
willing govero.tnnni' to the incluilor of th$' 

advintafV Aliaabs business to"!JEiAeSS 


e■cOfnineroe site, b/ s.gnjfiCmtl/ reducing caordn 
nation mu. boosts e^ereitcy \t, Ciii^ab ecor.cinv 
nrd arguably ^he world's. The M'Peei’ rttjjrsl pa>‘ 
m-eftt piatbrni, by exploiting sra,e «conusiiej frEUi 
euton^atioO, effaces sfgntfjcmt fmsuelj! seeur 
fiMOvuthon, with fren benefits to i'ien/ins sr.rl othets, 
[nclusiori, cfficienry, iunovarion- these art the ma.ti 
meeltShilMiS fur digital technuiL-gies to priimato 
dgvElopmcnt 

A though there are ff.arty Ir.divfd'.iiL iuecEss ami- 
riej, Lite effecr of rechnoie^/ Of. global ;ro^Lie r ivlr/, 
eXoinsian Of opportunity for the pour and die middle 
class, and Lhe spread &f accounts tie jo^rner.o; jus 
so fat been lew than eupee^f; (figirE V U 1 Tirms ate 
moie connected rluu ever before, bit global produc- 
t.ol-L/ grow'li ins slowed, signal tecbnolcg.tii art 
chaAging lhe world of work. b'Jt labor markets havt 
become ™?t polariMd sr.d uie^uadty li nsi-ig-pan 
tL^LiIa.dy m the wealtblet countries. buL iJigrcasi.n^jy 
m developing COUn'm-iS. A^d while tile ntitribcr nf 
demfrotjci^s Is growthg, the share uf free and fair 
fl«tL"ns ia falhr-£ These trends oetuist, not bEctuse 
cF digital ftchr.plogiej.bnt :n spite of them. 

wJnis digital tflvhnologLes have bem sj reading, 
digit?I dividends hat?tijt Wliy^iij-wtreasorii Fltsi, 
r.ea fly 6 d perCe r.t pf riiE worlds pedpl c afe itlll C ffline 
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■ ENABLING DIGITAL DEVELOPMENT 



lTylWdui|srjjcAAi!»shlnL*ni‘lJ^E!Uif^4)nif9Stf^l« xr\ tkltriiftlC kftl rept^cnkcDn.of in ir.£M0Oftl. 
antf ift.l&liTiJjf th^fai % 5 lv<^.to MeiT -'!inhu , ni«J6S and. Thrfrujhilu‘ , ii}4 ^personal u\«r.ur.;J>lgn r,ur.x«(* 



diesis. »r.o is vcntipa-.d^fostifotnipejl*$ *C 0 E?ii In Mu j, «wi]${fo&cgtijj&bm fahc/o^ 
j cjintrtf t,lhTB« kv f Trf\ j^teins ate fnJ- ,p.*nd a 

itt In thc^ivt'.fijjng.xvArlt Ntiin/ 2^ ty Ldfc.joqjlk • jg^^tonly -x fcWlX-i^A multi 
aii riot'ftg&tsfcti.TMy ate v&h Ad ^«wt And tut ,tb^6*€0'the.etiri« wpphcte 

member* c* loeiciyr ^;6ui o.ic- fll ^^ n ^er^erir/^f^developing caututim luvf 1 a 

q\ia;inr.ii6 fUdr.iru llley v.rs w.i^ded fieri a rdit^fi scheme that 1 .* uaed for s :Ie nllflotion iurjosea only. 


of/i|tUJAnd HitVlCl?. such u health Idtit enrollment 
in s«)i)»sj a iedCiK1 wL r a?e. qw^njnclal «rvi«i. 

. Identity shojihhbe t pQV.fc (JVOll. It* Irr port? nCu U 
r.pwtn^njni^ir. the pwi’iCU'development Agenda, 
4 j*cifka)l)i ?i a Sus-j ir.nb' 2 :>c«lttfMier,t Qal £2G) 
lirgst u> l> p!qKM»e peaceful and Indus! vestKic’ioi act 
srstii.iabls de'/?lo;:inm. provide ?::css iti Jj*ike 
[or all. :.uJ tv.Lld *f,«ct.*e. jc.C'j malic and in-chiivu 
lr.siiiw:ioiw a«aL'1evels.**Ci<e of the lniicjiors i! to 

bltth 

neve thty gooi 


pcrCtUt fiavedi|itatII/J xkst are tiled for tpceifl.. 
fuitctloHS^CHbseHcjes like vorl/VK. cash *Tans(Vrx, 
0 : hrahh; br-i only j pecccm hive fojur.d;di«ul 3D 
scheme (hvun U uwiro acsees'in itray cf onlhr.e 
or.tl offline lets {{ig'ito 5 ^. 11 . Tweci Ly f; nr percent 
of developing (OUMlltf^liive mMUgiej.l ID sys«m. 

’ Akktmgli fta tojireo: of digital ID U universal, 
tt plays somewhat dilproiH tcyc? depending un -'.n 
cguniry come?;. t^iugh. income wuuir'es, dtgliil D 


•ji-avitk fc |j»!M*iuiiy (01 ?h, Lr,Cl^ti r g 'J-.i :f. rc^u- 3 j. n y.pgui(i^'froAX w^J-eSUtilsr^ rgbr.?t 

twHb^ h.est-'wa^ .To xicriicve thty -goo 1 ] C |^ : y L ? fi*v ,, s'i*.'<jrl-:i, , cl rtason- 

W f? r r,s;<tn^:^ abJj< Jyjfis^yetUcfsijJ^iaiom^'^i 1 ii<J. r‘y net. 

sp) '"' :y 

l^lr.uir r p.r..;’.ilL.-.i. 1 :«.i1 p-i*.-.1 rij n^.-s# d*i*.K im 


•‘■2PIMWi!W 

. \-aii„ t-~A ,+> tiiit/nih «%*' .• M 

"'iont[4»i-'^W.ski;l( 
Sioa* •jnil/pn.jikal •m* 
xnd.aic Ujlduiy :>.rii 13 wwr.s on a rtiglfal >«». 
k*pi;pgi]1r.g (ho njot^uadr^nf.! physieilly l?aje<i 


t fl? 7! ^ rci f* '• ^ w'-iniaed' 

CoHdiJ3jMfl , lv , /f;i T rlt/li.'l 1 ,.fnn';Siw Doha-i.diet Oeb,am! 
Mic .IJrfrVtJ. 
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CriGriil iDIjN-'lTV 


FiQUrt* S-^.l DJffereA: types-pt digital ID Tins >»st one of many Su'jjirty, program itxlrdln 
scKam&r across couptrjf^ ' * i Hut >ro a«-ir,gconviertcd m dltct teinlftM urlngdlfip 

-|‘ " ' [.il[£.jgl«ntiailv saving over C$$n‘3 Hll^iiperyeaiLn 

■ gjvcramen: «|*hdit irti thMUgh^iii^t IcaJta^ . 

\ i . a^efficlyrnyylns.^Ctj^rexari^le.i pfthe befits 

, - * [ • of ifgim UD In reducing IwliVjte for mui) protection 

hfanfffralinr JSu~S~.- - > . •' ’’ .1 «I S«C'J ftty pfOgPI IBS, h«lJ fll JjJJUf ia^aJSlIipBJttioa 

^wrp^ai ' ’ * j:ht<n»ri\ie:o di , 1 plltates; p {hii)jt"b«aeficl4RM 1 and 

- . eorriiprl^i: atooccuYdajia-CMIe^thS'.^wbitepulHlc 

1 V.Z* ?!' i'^.? i. $ $ ^ t _ dMgyp; ClMiw 1 -]r<dDnMM,-fa|<^'tnii 1 .S$urh A#r*w, 


l'-f y.'-'i iffy K.' gf j , * •* 
i.i 




1 >S\* Vnealfcsysatr,* 

««*•vwnafnir-!Art* * *'ffo'ilifeepbyi'ol! rib' 


vurr**vw-P*Y*™«> 

rvaCHtti'-Hfiuj '' not' act\i3 !!y ivcmU. for the jttvesamri:. aiid may not 

. . ' < even be aihe’-Nigrrl* recently impJctswnted a digtta, 

system identification, ulh^r than c;lerv|«*, i$ the ft 1 system fo» civil anvants (tat enablod i:io tfittitw 
ir.oin ImmedutCvjoiIi'Sucly ?y$te ns, ai'e.beLns i n?$h about da,^ wen ghost worker#. iivingjj&i bjJLIon 
oped in fi , &r,fyfcnyi 6r,« potziujal asnuaLy, f.ntl providing n return or- n\y«ljuonj of 

riskk»i>elVted.with ijrapfra^ns ^tc^Lidcnufsca* nc#rJy ip-’roo percent In cm^yeat^ <The Impacted 
\lon sysr^rtvs withpu frijoll<| o(p)l t« ^ra^oft ay^tem siiost '/yor^ra s*«ven inmi y other countries, 

j» that in many eaicMiw O'-it^ppnfaitiun 13 ^^ly'cjb^d.- Tanjii;g frpifl >0 pencent tp a^hi ^>.'m v : eHIfmecf 
and can[i”u«t tO'be U^tejistend^'^ percent In limbabwo.'-pain^ti^ to thM'lb*ttAli*l 

let middle-income couti'jiej^i^itni'ip ii «tw;ph' (ia;nU^vings and efficiency ga^ns [rom.djgitaj ID.' 






a need J ml, ju f iMtjs .j*. i&ii# Ltf'f t^J SM«>y ••there vr<cs serin c ppe;jT^i?^<4l«‘«V W p=-K r | ‘ t - - • 
In at 1« (sc three key (Uf^rji ^^ c '< : ci 7 f ts ' n * conductei^succMjfil^allvvjM' 

aacfal wdl^ia p^ograi^is^ftriVfivin^ ^Iiost wii-hera wetc cast, and It WJl^d-f/icul'to BjrflT ^OJitcat-Lit 

ftenl the governttfrn; pj>toll,-"anc! improving the rasu.ts ,n the face of Hu Iran sparj^jf broiajfht about | 

s incthv of elections. ' . ''*'''•* ■" hr «ti H l^iOV. Hawv«*6lh« flWIltto rich »* 


aadal wdmta p^ograqis ,< rtr.vcv.ng •.g.iost v/ti-hera 
/rent thd gcivernirl^nl ni>wll,-’anc! improving the 

, 1 i « ' v- 

aaocthy of elections, •* • 

' < . ' 

T;fflc2erit mur.aOf (ccI'bI pro gram f 
and wotfa/t distribution , 

Digital ID: unable targeted edit iriDyfriS *c tact'jc 
accounts linked 1: a unir/ie ideiitwjcr. This e^jnwi 
tha: those ‘*ho are dl’.t tltii to tece)v: subsidies c, r 
bemf t<- ntd ^tuelly gettuij thitn Foi CiCOtrtple in 
IriiD'j 1 jc subsidy progrnen, irop’emcnnr.g c‘.sli 
ttansfd'i to tei hJ a ••!! n\cd ba.’ik accounts w ptiv he* 


hy cigl ?l laencuy. Hcvcve^bthcr oount«&. such h* 
Kenya i rifJoroalLi, havMict mped-tne 1 r.tne bene/ics 
fw n t' 1: l-orr.cvie voter iDs ,t Th«i«fot£, diis tenr.asna 
a:i area oftatbc; msearciL 

Deveioplng effective a digital 
iD schemes . 

Digit a! !L* jcl'CSKJ tcj ar. n backbone cf ccmcictjcd 
systems drtaliisss, and civil a: population regia'rjrs. 


i.efisCi cctisicum Jas cyLindcis slvjc j.b-CUt VoSt bi*- Thcae m tt.:n have bcj-.i WtabllShod through a tl.or 
I,on uer yEat •-Ai'tsn applied • ’.nvjghsiu the cour.tty J ouj; 1 ' onrollmeat process of :!?s wrgc'ci popdauen, 
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VnOnL^UE^o^ENT^P^i :yir. 



pn'ridi! livldehcc hi'imjilESifn^.Usij-'ifeaH fts initiated by Jdapuij 

•y djiir/'igf'tenhtyl it ■TuhJuhit pnil, the CiL'd $nLdslliMS -OlW"hive. fiinergid J[0m the qoLiagLivt 

ahl'e to y;r as Hank t j td. d.i wr.g li^en s r, *nd is cn. e^sne nee-bf li ssfaritf Ethcrtits' aHIdlus arfiArud 1 the 


Odin's rtpibanr pTO£L-? eTi dispenses WLth thi tl 1 

ilwsether, p^vLdlng rjcit&rs aathuritittnorr 'jj^d 
o£l iLli hsjJde i'i fir.gBi-ptlri'i di lrl -5 Online ar.d 
Tjg'aili envi^niTrflntS req'Ji?!. enhanced autlitrj[L£a’ 
dflivtejuLiTDa r Sficha^iL-ictienle \ rus: Str'iq es; whpch 

lildliiE^-fiL^natuTis.ciea^, ind tuns sqai^Lps —co add 
;?r,fidget m slc£[r:r,Lc tiansj;jii5-ir 

dcwiiestofJrAwtniKjhnir bi^f?sui?n fat 


(vOiii.Mft thl.* .srps-ptlt, SIVSEOLI area*. pF focus enlsrjg 
as critical: 

' J^rjnl gnrfttsufetfliy tpr.jpdU'a.ljput Jmw ts 'tm detet- 
:mnc iK^pes, fciciehtjind'us^pf ^OTihitfon tpl- 
Lccwd under djfcital I& schtiiW: hflw ts safignsril 
she pricey of pci'isnal data; md Jndw to crofi newf 
uilrciaty-twiahiib;; io a^id nnJiiWF.dfld 

■■.. * * ".A v ' ',' _ . . - ' _ 



iu. UU^II.IU. 1 . lm+.ij - MV -j-J! L.ljZLUh III LI IU ; V, JJi^i ||uu^i ^ -wy--* -«■ - 

: RlT^' jiL'ic' a iviolii In d-vi ri s'aljiqi'lptiC li. ^AtM- ; ia’-! [i’.U,(i rflVi■ Idca ;iipii.u T -Elie■. $ iV ?• indTiinilJ ieirigr. 

itfaj^l'&tAfsd ihk.rfjr.tc^aitldj sulllv fp^mti-aj 



untl inKTPFii'iliJr/ with jthe: irdndmstridve ct 
fumjbnjij «EissrLcs, jr.d coordinated iri'-entrArnss 
rliTOMj'aou [ cc.e country m i .'.fom ar^^n andcjnv.nu 
tuatipr. mrfpqlo^v {[£'-') l? dcviJop I-Jl-Psilp n::d 
se;uT5^^f£Vi ' 

3ig It 11 ■ diijtl JifftlJtll Ff l turns n: a y bs r.cvelo; ed 1 n 

leipansciJa afeiirK4ppl-CaLionlik;tLPI.i(, m.iCCial 
firoieCtKi or srruTiLy per.-^i-pj: e, lioa'th Imursfljc 
J nrt thi Ij^ii rtfqjjqd to a? ||| rifiic^o 1 ECl'-irnes." 9 L 


jO^mmcr-t.'V^th'ovittEFtaLwcogtdiJiatipn, there 

Esi-tJikfl.napa^^'piltsr.wmgitlrg^qhcd'.es Lhat 
■fvcul-d. la;k i Dndrgp?and cmsistetir/- Tin 
r.sjt d f tvrhisian ■■v^'ald 4li?bq Ins-^c, a 
ipa^on'Ln ^ncri^fiid Is a matteT ptag:an 
oh^rbUjty ;nd not *1)LtLhti|h.L os ]tt.fgui;daLi(L,uL 
setwmcj, IJ 

TL’i^rsulo^iefli' q,Tigris abppt wnli £^e prl 1 

■aa;t sceHjl w s'.i:velff[) f a JualaUdfl^jE diil'ja! ir-lrj.- 
SSTUStVitt that ;aiL caiCh Tejsigsjo -.rcas idd ^r^vunt 

usted 



■-j-qV? pi'-fida^tlirl^ rqt^nat tP tecorfiE ffLitL'ICjlr^nS wcl[ asISI-UT jS t'JTLr. IrrcJ-lllpiLity jtsp 
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man noting capacity iu government, J r.ci The cdltc- 
lion arid Vd:iJk«lon 0/ data W hold nonwtc provid¬ 
es itcoiuitfiblfr. 

Digital lechnOlOyies Tip improve the impact gf 
these schemes rhrou^Ji better data co'-l<rctkr, muni- 
i;ring a anti dissent mat.on o. f informed: n on provide; 
quality, farenca cap make mCro informed decisions, 
fi/tn^ the market failures in private prevision, h'on- 
distal 5 ^wl- report card! m Pakistan's r'jral Punjab 
br example .improved parental lr.formtion. Idwveci 
private scltocl prices, and Posted school quality. 1 ' 
Dlgir&l : ethnologies can make thrse Cih-CICCJ. easier 
through sun pier versions of the icJteoi and health 
care provide: Taring jysums dial are now common' 
place mi toe TiigJl.itiMr.lf countries. And govern- 
n.ents, m the acscnc? ef parental choice, e»h better 
hold the private providers to accent 


identity jiiosi workers as i? Nigeria, Wi?r? a digi¬ 
tal idontUiCr.tion'Scheme foe civil Servants ie moved 
about 6 o,odc fictitious workers ftoir, the jjovernmcr.i 
p>y»c]l.«vi,ig US si billion arwurliy.* 

Cst^/isf? OStK/lMfott res'ftfsrs 

Digital population rejutex: tnn rStaLliih fiMJen 
idenhty and he leveraged late; for a variety of applica¬ 
tions through ;pp:opria;e credential ver:n«llon Isa 
spoikghc a) The focus ahui'.ld te on dcvelgpmg she 
identltv database and on the systems to ensure com¬ 
pletes zn a,i d hi gh q u allty Only liter ih e :ov nt ry has 
developed tir.rmorvKcd identity registers can ;l Irglll- 
tnarely begin to tie e-services and issue the njhi etc 
dentla’s to suppott them. Ut many uses. countries, 
under vendor pressure, have jrcmaturclv pracurtii 
cosrly snart cards, which then rctr.itoei unused as 
rho Identity registers had not been developed Jim 
Indio fCTusqdoit enrollmentand unique identity and 
laanciicil the program wilUm ary am 111 cards 0 : 
credrn'iiij, fust «n Aadhaar jtcjtiber MTi/imrafiKcd 
to individanh. Now, mure than Jive years Inter, differ 
cni programs are issuing aspJka' on-specific credcu 
Hals hnked to the Aadluar traBirworJt and database 

Sente up rQn$tAte prCvt&!or> of Sv'v.'MS 
Ciran.v hi many low-income Mull-riM icrc t.ieir 
children 10 nonstaie schools ifor-orefit Oi not-foi 
preful aid seek core from privjre nealth providers 
Nurmi-t rrcvisien raises T,u«ti 0 .iS i>r equuy and 
qoa\ry These risks can bt miligated rl'tyigp. regu¬ 
lation*. disclosures. nod public-private partaetiliips, 
S-.ICI- as Vouches programs »nd cortncf'nj out. 
These programs, tf impkroeAted well,cm be highly 
effective. In or. education H a rheme rot rf,a?|jif,iil 
COWITWiMea in Tural Pakistan, Hie government paid 
rhe priv.it® provider a peT-child subsidy, merer si hg 
pT-mary scho6l enrollments >rd bow ring ,«rt scores 
by 30 percenug-t points,' 1 These programs or a|« be 
Tornpailbk with the Interests 0; even tlieittelisi pol- 
l lick ns. as they likely :e be fun ported by imooi- 
tanl <ic'heAokle:S kkp the llUCiness conm-ruly itid 
pnv.i.u service p«v: lets. 

NonsTatc provision tororeticnlly teles on the 
power uJ ‘he mntkt; to solve acfeD«p1nbll.r- failures 
in ways that pus i«r provison cjnnoi 2at 'n puan?. 
parents n?y lack rhe choice of a<terniuvc providers 
cr the ififo-n'atinn on provider c,tul ty t: 'note v/u'i 

thcr fee ajit! held hOnJtate pTO'-'idei, iccoL-itable. 
The impact dt luw-eost private schools on iiude'i: 
learning is garierally positive, but 1.1 scire cases il ey 
ca? be even vxvrse tlun then o'j;‘k couiilerpart#. 11 
Performance rgrserh?n r j ba r wem gnv*-n.ticr.t$ and 
ncr.slate providers refute some ccr.t:acting a.id 


[mp/Qve eltciort! occoi/nra Wityr 
Digital technologies are Improving bgtmlie sanctity 
o( elections and proving cl then j with mta ningful 
ard nctioiiihle ink miction cn government perroe- • 
ni.incc- Akisiigh mo number of electoral demw ' 
jacie^ to pio: counlilts has increased ov«n ihr past 
two decade ihc in egnty of elections m these new 
democracies 15 low Over half of the electiosii over 
;.te pasi decade h.id IrtCg'ilsritles either in :\e TUil-'jp 
IU tA« elcch or or Cn election day” Elections art 
wc'l-S'Jice<l for dijitally onatkd moritorinj as high 
proh,c events tft.lt St«nci sigruhcaAl intcrAstional 
utter dor. ant! tctutlny. improving cIcctoNl integrity 
f.t.iy be possible even in politically difficult emerging 
country contous. 

Digital -ochnoksks of- ccduc* election inokiice, 
jj to Kenya and MuMtnblqvi. end v.ucOvei esaud to 
sxrc'co anting, as in Afghanistan. Digital rfemifica- 
non is bc.ng illCTessiOgSy used to icgister vote? 4 . fn 
PeluHtan for CJtiinpli, ahead cf the 101J parliamen¬ 
tary cf ecu arts. 1 he tllfltcl identity da wb.iac wai usei 
tc ciear. the slectoral tolis, lecdlhg to (he removal of 
j? million voters with either no, im a lid, or ii.pl l« t? 
idciul'ies, ard the adiilicn of jf rciilwn new vmen. 

IT ZS cy vounj a r.ti prior, wl* 0 h," f. va I .d ide ntiP caron.v 
Sumk.rty. in the sols «residential election In Kigcna 
bicr-nirk idcntifk.ttkn was used -ki the fiTst uiie 
to smell 62 toillkr- voters and to ehmlftaw < m.Jiioci 
dupl :a l .e identrtiss{sue sooilighte). Despitetlicse jul- 
ces$r<: ilcugl'. bionictriT iden v «fca:ion is not wtihonr 
Its iisVs -n emerging conmrifs. Simple', lowenfjjt 
' "ignrorng technologies like cellphor.es UK Teruite 
fever iiisu mien cl cgropl cnifi.its rTaybepiTlerabfc. f ' 

D ; g. r al luCr.ndlog’.CS TJn also irr.piOve electoral 
acco'jntjV.lnv jy enposing ooruiption anJ a: use 
d Of f IC*S. thereby sctlrT rltabliAg voices to sanction 
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(2> Wl^c it is intended te slaughter a cow for the masons specified i:i 
clause (o) ov clause (b) of scb-sfcnon (!) it slinll be incumbent for a person 
doing so to obtain a poor permission tn writing of the Veterinary Officer of 
the area or such other Officer of die Auifcal nlishcadiy Department as m.iy 
lie oresc nbed 

* r 


23. the expression ’Mlmghicr" 
which is a? follows: 


is defined m Seelies 2(e) of Ihe Aci, 


“2. (e) ‘slaughter' means killing by any method whatsoever tiod 
includes maiming and in 11 to ting of physical .’njuij which m the ordinary 
comse will cause dumb;** 


24. If we rend Section 3 r.ncl Section 4 together ii is clear that the periimi 
contravening See*ion3 cannoi put up v defence Ihat the net of slaughter was 
being dime in n place, of which he is noi the ownei or ir< respect of which lie 
does not have the conscious. po&s«$jo.i. Slaughter ol‘ cows, subject to 
ej.ee prior.* under Section 4-, i/: ci y pU h ?, is prohibited uoder Section 3 and 
penalty for doing so js raided under Section 8. 

2$, The High Court's finding that the guut of the accused persons has not 
been proveti in the absence of piouf of then ownership or conscious 
possession of Ihe house where slaughter took place, is a finding which is 
dehors the said Am and is clctuly no’ teg ally sustain able. .Shmghici of the 
cows is clearly prohibited undei Section 3, subject to Ihe exceptions in 
Section 4. The case of the ijcouted persons is mot covered under llte 
exceptions in Section 4. No sue I? defence wrus ever taken. 

26, Therefore the impugned Older of the High Court Is, with respect, 
legally noi sustainable. We, therefore nre unable to accept the reasons or ihe 
High Coml. The appenl is allowed The ordei oJ the High Court k se' asjdc 
and that of the learned Sessions Judge is affirmed. 


(2011; 14 Supreme Cdurt Casts 331 
{RsconI of proceeding!;) 

* {B EFORE Ok DaLVI iJiR B an d,\ri and Deepa K Vbr^A , J.T.) 

f PEOPLE'S UN ION POR Cl V1T, LIBERTIES 

(PDS MATTERS) * Petitioner; 

Vfenrrw 

UNI ON OF IN PIA A ND OTHERS • - Respondents. 

writ Fetition (C) No. 196 of 2001 with iAs Nos. 90,93,98,102*08,110-12 
jn-WP (C) No.' 196 of 2001, Contempt Petition (Cl No. 99 of 2009 wiih Wp 
3 (C) No. 277 of 2010, decided on Seplembcj 14, 201) 

Constitution of India — Arts, 2l and 32 — Public Distribution System 
{PDS) — Transparency of delivery tint) managtruoU system — 
Recommendations of High-Powered Ommfttcc (HPC) on ehmputerisatton 
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[i) dissemination of Information about ovaiLisibiEity of Cootigraing through 
SMS to be made to pre-id an tilled individuals Ju local community; (ii) 
nfcCesilty of Citizen participation for social outfit In ensuring directiveness Of * 
system; (iii) single mil tied information system be developed ( tO fnfeet 
above mentioned requirements: (fa] Government of India to* ensure 
necessary infrastructure and linaucia] support; (v) State Governments to 
link process of computerisation with Aadhav/Gniqne identification Number 
(GID) registration; (i-l) an affective grievftue^ redressbl mechanism tn be 
strictly enforced based on SMS/cqimE mid other suitable technology; (vii) a 
fOnr digit toll Iree number io be established far grievance registration mid ^ 
rcdrewal thereof; (vlli) digitised dotcibfise or ration cards be pul up in public 
domain including on websites -*- Central Government ngreelng to all 
rccortmieitdntionj; bi principle 

I*D/4B9y3/S 

Advocates who appealed in thh , 

Colin Gonsalves, Gcnim Adviotiu? [Divya Jyou rnd Mb .lyuti McnAlwatta. Advocate*) ^ 
foj (lie ^ed'lottei; 

Mohan Parasite, Additional Solicitor Genera: {D L ClndmiaBdii, 15. Wjisliu A. Qudri, 

A, Dev Kur.iar. Ms $unta Shuma. Ms Sushma Sun, Ms And Kaiiy,-^ Mi iepriyc 
JuLn, D.S. Msluii and Seda retau Singh fiiiwsi, Advocates) ior die Respondents; 

H-j'. Kiival, Additional Soildtoi (icaer-ik Dr Maniah SLdglivi, Additional Advocate 
Cninerui {Rujasihun), A, MirdaiocthiMit, Ads'OJ-ii lc Gcncrai, R. Siuidnruvui dtau and 
Prufnod Swimjop, Senior Advocates [Vishnu 0 Snharva (for Mte Siiluiryu &, Ca), tf 
Jarini Kalyao 'Da*. Rimini) Mujdiof’ee, S.C. Ghredi, Ms HeuianUltB Wain, Ms S l jcyme 
B ancjjce, IXK. Goswatm, Shuiih Kr. Mlshra. I’rngyun F. Sonrma, SitFdlwtha Lodta, 

(fur r.V. Yojjciwm mi), Ms Indra Sawhuey. Dev.min: Kr Devesh, tahad Ahiv.nd,. 
Milind Komar, Ms Amna Mathm, Avccisli Arputhim, Yusuf Kdim (for M/s 
Aipntlia:n Arnnfi & Co.). Riki Sarmn. N&vnit Kumar {for Mte Corporate Law 
Gmnph Ms Radiana &LbT&tjivn, Ranchi Dnga, Kunm Jcshi, MiTirg MayunJ: 

Niguth, T.V. GtCrgi, Ms Krrnmi Intsw^l, Slush ?ai Lalw. Kl^. Nohin Singh. Sapnm 5 
faiswaju Meitfii, Ran|an Muknei^se, Jntirder Kr. Ghana, V.G. Pragasatn, 5.L 
ArisLude, PrahmRcittinsv.hiaianniaji. G V. Rao, Rm'i PrnkasJi Mehnurti. Gopnl SeJigo. 
Manish Knfnar, Chandan Kumar, ilikas Kar Gup:a h Ahiii/t Sen^updn. RiniraJ 
Rlswai, Monish PiculEL h Wusj [-iiidai (tor Cii As'd), Souniitm G. Gltivdh'iti, Tara 
Cliaudm Stanta, Anil Shrivastav, lid^arj BclhP, f J . Atlmimci R. NaAu, K. K^.tcli 
liemn, Nimshim Vaahur.i, T Hur.Jh Kumn'. V, Vasudc’^n, Sanjlv Sen, Rmslia.it 
Kumnr, p j r , :hrameswnrari, thiol Bancqcc. Aia ^ha. 13 K. Sinha, G.V. f 
Ghji'^drasheldlur. ^ K. Ve, r ii’ J s h Ms A.iiiiiiir- Qwftdri'.shekur, Copal Prasud, Sarhojit 
UiftD. D. ^Midieih Bahu. Rajuesh All'inki., Sa^n Dhand:, y. I’attabJii, titmil 
Pern !>ndej 1 .Svllnii^. Jus hi, fvR As'hn ^ h:irm :i, Rni^csii IJalju M-R, Ms Anujadha 
l^ustugi, Ms &. BhaLati Reddy, Saujiiy R He^sle. Kamcsh Kr. Mis^ra, Mi SumitHl 
Hasjnka, K1K. Mahshk, Ayr y Pal, Mr mil Singh, Katnal Koban Gupta, Ms A. 
Suhhas'.-.iiu, Gopl Sl ng^. Kukhp Singh, R.K. Pnrdcy. H,S. Sandlim, K.K. Pmdcy, 
Mohit Mudgil, Rnviiirbr, Kr-shn.'.'^.r-Ads^rc, Ms fiina Madtauan, Vishwajit Sins^ ^ 
Sanjny V, K'.’.ardCjMs Ashu G. N'nb.’K V. Mclian, Rajesh Srwasrsva, Ms FrOmiJn. 5. ^ 
Tlia^nnjayaii. Ain,vTut hh.umn. K.K'MadJiU^codh.iium, It. Stithish. NEimsliad Abiiiad 
Kb,m. Rrtjesh Kr. Vtrm.i (foi R.C. Kd'jsl’.ik)^, Pmdeu(: Mism, YchJiatcswara Rao 
Ann mold, filkas Gpadhyay, U Bauihjii, Dr Amur. TJjngcrntii. Ms Priya Hiugorani. 

G. I’rafcash, Ms Bcena frakfibl;, Y Sc.tluL, Navncet Kumnr, Anil Kr. Ita. Vi^ts 
M ehta, Ritj Kr Gupta, Rajiv Dnhey, Ttamlendra Misbra, Nnrcsb K. Sbafftia, Aciis 
Suhmwr.rdy. Shmijl M, indhav, iJ'.ueih Ghandi'a T/iparhy J.nd Navin R, Nath, 
Ach'oeartp) fyr die DGA. ^_ 
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I 1 

ORDER 

l-'The High-Powered Committer headed by Justice D.P, Wad&wa. 
Retired Judge of this Coutt f lias submitted a preliminary report on the 
computerisation of public distribution system, h the recommendations of Lhe 
import it is mentioned that computciisahoti of PDS consists of primarily three 
components i e, creating an ti poring beneficiary database, stock 
management from FCI Oil FP5 and sain of coinmodules fair price shops. 
In order to make PDS effective it is important that rite delivery and 
management system is transput ent. 'The citizen participation for social audit 
can play a crucial role in ensuring effectiveness of the system. 

2. tn di'der to implement this system across the country, the following 
actions are suggested by the .Committee: 

L End-to-end compuinsatmn of PDS may be considered in two 
paits and following prioritisation of the implementation strategy may be 
followed! 

Cc^onsfi! }\ Diversions, leakages, delays ju allocation and 
transportation, itiappiopriitto distribution of fdodgrajns to fail price 
shops go unchecked because of lack of visibility of this information 
in the politic domain. 

Computerisation of complete supply chain management up to the 
shop level and availability of ti’.k information on a tiaospaicocy 
portal in public domain is to be accorded dm highest priority. The 
pbrtaS should have different dashboards catering to the infoi mutton 
needs of all the stakehoidai^, 

Cartpotuuit ih Flee ironic authentication of delivery and 
payments tr the fcir price simp level [u oilier tn ensure that each 
card-holda is gutting his due entitlement, computerisation haa to 
reach lilerdly evety tmoiNtep and this could take long. Moreover 
Severn] States have jiLrerdy stmted implementing sif,art cards, fond 
coupons, etc which haye nnf been entirely successful Reengineering 
these legttCy system^ and icplacing it with the online Aadliauv 
authentication at the time of foodgrsiia del ivory will take time. This is 
tiierefoic proposed os Component 11. 

2, The Department of Food and Rjbltc Distribution is directed tn 
Immediately issue guidelines to all die Slates for end-to-end 
computerisation of TPDS. 

3. The Government of India shall clisujc til at The State Governments 
prepare n time-bound action plan for completing the' process of 
computerisation. This act loh plan will be implemented keeping the 
timelines in mind and will be Lcgutiuly submitted before the Hon'bte 
Supreme Couit. 

^.^The Stites/bT? should take up end-to-end computerisation of 
TPDS as a top priority and should up point a dedicated nodal officer to 
monitor the projects relate a to TPDS conipulerisntion. 
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SUPRliMfi COURT CASH3 (.2011) 14 SCC . 

J, The States/UTs may lie encouraged to mcltide the PDS related 
KYR+ field in the dura collection exercise being uficJcrtaJ^je 11 lpy various 
Registrars across the country as part oi the U1D (Aadhnar) eardlmtnt,- a 

6j Digitisation of beneiU'cnry data and a centralised database with 
clei.r process of dstt^ updation to >k put In place hy the States iti 0 time- 
bound maimer, 

7, Dissemination of informed on about Livariab'hty of food^raim 
though SMS to the pie-identified individuals i:i the 4 local Community to 
enable sttcii.il audit. Tne system v,oyld also provide stock position at a ^ 
specific location on demand. The inhumation related to stock Availability 
Lismg latest technological mtei face should be made available in a public 
domain. ; 

S Single unified infoLmarion system shtjuld be developed to meet the 
above mentioned rcquiLernenfi that would help to achieve ceitnin basic & 
level of transparency in FOS- rttr this the States slionld arrange training 
programs loi field funetionariei. and FP deuH's. 

9 Chhattiigarh model of compntcrisLitton for PCS system [a note on 
the corr.puiei'EsaiLoo of PDS 111 the Stale ot Cbhattisgarh is annexed 
hereto as Annexin'-t IT) which primarily cluei?. to the compute] isatitm up 
to Hie Nbttp level wei* also deli berated upon and Lbsnusstd by the HFC It d 
wits decides that tlie Chhattisginh model maybe adopted for Component 1 
and Component 2 may be done or. die sm.iiuL lines of tlie Gujamr model 
of computerisation. The ClibnttLgtirli model may be implemented in all 
the Stares,within a maximum period ol thL'eu months However, some 
State Government? like the Government of Gojaiar which is following 
Component 2, or other Sti-tcs which may be nt the advanced -'.tage of s 
following some othei model such States may continue to ioiltm the 
stnnc so long as it is fulfilling the end objectives of Completing the 
computerisation. (A note on rtc toinpuccriutlon of PD 5 m the Stats of 
Gpiaidt is annexed hereto a* Armesure TIL) 

JO. As the process of end-to-end comp a ter Ration is expected to he t 
ffZiibJe exercise, to compiatb it m n mission mode, a ieparate anu f 
dedicated ijistitutittnal mechanism ii'to be tftoorporated L tn look after die 
progress of computerisation t)f PDS. This institution must have native 
participation of aEl srskc'hokls:s j Deluding tin; State Governments. As 
PDS is implemented by thi: E-fdc hy the 5 tote Governments and 
supported by the Covi^'c. merit ot India, mie of the 5tatc Government in 
this body wili be helpfi'L in getting requited hUppoLf tiom the State 3 
Govern meets, 

Jj. Information ielated to stock avn liability, movement tuid date (jfc 
datewite).quarimy of stock-s supplied to i - TS should h$ mad* avarial^e m 
public tloinain by using latest technological interface like SMS 5 /website 
or o tiler menhs- 

L 

12- As for as possible, the State Governments riiould be directed to 
Lihk the piocass of compiucrLsattou of Component 2 with Aadbar 
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registration This will help m streamlining the process of biometric 
collection iis ^?ll a 1 - authentication The States/UTs nay be encouraged 
a to include rhe PDS rclardd KYftf .field in the data collection exetciifc 

being undertaken by various Registrar'; acio&s. the country at pari of the ' 
UID (Andhar) enrolment. 

13. Ali cjftctivr gncvatioe redressaE 1 -mechanism should be strictly 
enforced based on SMS/cmui] und other suitable technoLogy, T L-.t 
Government oi lndu; should ensure that this mechanism is put in place in 

b nil the Stated Tbs Siatts/UTs should create effecti n e grievance retiressai 
mechanism where use of mobile b£teeti SMS/email can be used for timely 
re solution of the citiieii/bejicfLCt&ry grievance, A four digit toll free 
number may be established m all the States foi grievances registration 
find redressal thereof 

14. The Government of intiif) will ensure that the computerisation 
c operation it provided necessary infrastructure and Unliiciii support. This 

needs to be completed it; a timt-fcound manner and tiic institution 
mechanism so created shah be completely responsible for meeting the 
timelines. The Government of India with the help of the State 
Government will ensure that die institution has sufficient infrastructure 
find finances to complete the computerisation in a time-bmind manner. 

rf IS. While this complete process is expected to take Some time, in die 

meantime. following actitfi may im mediate^ be taken: 

(a} The Stale Governments wd] ensure cdbrstep delivery of 
fo^dgiiun fm the rutam shops in a time-bound manner a:)d shall 
ensure that mlnirfintion related to movement and availability of 
frtchigruin is available in public domain. 

" {b) A PG5 public Ljdojmatioj] portal may be made which will 
have i a formation minted to complete public distribution system. i:i 
addition to other information, it should also have the information of 
date fmd quantity of fuodgrain supplied to the fair price shop every 
month for all the Shop* 

(f) The dJgitLsed database of radon curds will be put up hi the 
^ public domain including on the wsbsitcs. 

(flf; The State should make nece^saiy amendment to make the 
fair price shop tin an dally viable. 

(e) A four digit toil free number may be established in till the 
States for grievances registration andtedressiil thereof, 
g ' if) All the State Governments wiU ensure that required id locution 

readies the fm? price shop before die 1st day of die month and this 
informtidtm should ,se nvadable on the transparency portal. 

(gl A drive can he staitcd to-cli minute dm fake and ghost ration 
cards. A comparison '■''itli delta available mth other dcpHUdnlents like 
election, census, etc. gives the quick-omniao^ about die bogus cards, 
tt it was seen, that at some places, units ir, the Ladoa cards exceed even 

the population oE the area. These practices should be checked 
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immediately. This can also 1>e leaked up with the socio-economic 

census in rural areas which is expected to be completed shortly' 
within this year itself. ’ a 

(fi) The Government of India sliall ensure that all die State 
Governments prepare a time-bound action plan for complete 
computerisation of PDS system within three months' time. Strict . 
deadline*, may be fixed in the action plan tmd these will be submitted 
before die Hon'hie Supreme Cou^ within three months' period, 

(OAtl above seeps may be completed within rhret months' time, * 

3. We have discussed die ic commendations ot the High-doweled 

Committee on computerisation with die learned counsel for the petitioner tmd 
die learned Additional So lid cor General of Ir.dia The Government of India 
has agreed in principle to implement these recommendations as expeditiously 
as possible, We request Mr Palawan, learned Additional Solicitor General to 

. cnsuie that the process of computeihsation is eompletcd as expeditiously ns c 

posSrble. Fie may help in coordinating with rhe High-Powei'eti Committee 
add other authorities concerned and individuals. 

4. Wc direct the Chief Secretaries of vauoiis States to mdicate, within 

two weeks, as to bow much additional fooagrnir,s are recurred for (Jie poorest 
disci ict'? to theii States and allocation of too drains would be made within 
♦wo weeks thereafter Wc forth si direct the CmeJ’ Secretaries to ensure tliat 
whatever foodg:<Uns are allocated, the same be lifted by them within two 
weeks thereafter. The allccitior of foodglaths to be made out of five million 
ton a es a Jdi ti on al! y r,J (oc ated , 

5. w* request (he High-Powered Committee to hear all the parties and 
decide whether the tcodginitis uv rc<|i:jreu to be distributed nt A AY rates or a 
13PL rates and (lie decision of the High-Powered Committee would be 
binding on nil concerned and would sr implemented forthwith, 

6. We 'request the High-Powered Commutes to decide this issue OS 
expeditiously as possible and wc direct chc parties to appeal’ before the 
High-Powered Commutes or. 20-9-2011 In case the Chief Secretaries of 
various Suites do not respond within two woek.s, ns directed above, u would / 
be presumed that, that purticutiii State does nor require ndtiitiona! foodgrama 

m A AY or C PL rates. 

7. The learned counsel Appearing or, behalf of the Planning Commission 
submits that the affidavit to be filed in pursuance of the directions of this 
Court, bus gone to the office of the Prime Minister for vetting dad the same 
would be filed within a week. Reply tc that affidavit, if rmy, bo filed within g 
one week there utter. 

$. Ali those'States' who have not filed tl^ir affidavits imy file the same 
1 within two weeks from today. 

9. Lrst this limiter for further directions on 11-10-2011. 

; Court Masters h 
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civil Appeal NO, 558 Of 2013 (Arising out of SL P (C) No, 5162 of 2011) 
J Dadoed On: C6.02.2013 


. Appellants: State of Kargla end Ors. 

Respondent: president, Parent Teacher Assn, SNVUP and Ors. 

^on’bfa JMdflss/Coramt 

l Pvrtlrkf Rsdfrskrtihnon jnp Qlp&k tkl$[d. J] 

■ ■ 

Counsels: ( 

For Appetter, C/F$Mo ner/Ptalhtiff: Sana Huhmi, Philip 3nd Uz Mothev*, Adv&. 

For AespoAdenfs/Oe^^rtf; P.A. Ndor Vutemec; and Gf.W S., Ad vs. 


K*S, PanicUeif Uadhakrisltnan, j. 


JUDGMENT 


1> Leave granted* 


rJS,fr! J th 5 c, ' ,estlor ' the High Court was Justified in directing the 

V M Cl ' Cat v n D -P artment *f the of Kerala :o get the verification of the actual students 1 

strength ,n all the aided schools ii\ the State with the assistance of the police and to take appropriate action 


jngth 

i l? e , Ass * t8r J EducationOfficer (AeO), Valaopad had fixed the staff strength of S.N.V.UA School, 
1 nalkulam fur the year 2003-09 based on the visit report of High School Association ($$}, GH5 KOdakari as 
P^r -uie of Jiapter XXUI of Kerala Education Rules (KErj. LateT based on a complaint regarding jogus 
emissions and Irregular fiction of staff for the year 20d3-09 by the AEO, the Super Check cell, Malabar 
Region, Kozhikode made a surprise visit In the school on 17.09,2009 ar.d physically verified the strength of 
the students and noticed undue shortage of a:t end once on that day. The strength verified Oy the Super 
Check Cell was r.ot sufficient for allowing tf e divisions end posts sanctioned by the AEO. The Head Master of 
the School, however, stated m writing that the shortfall of ettenc'ahce on the day of inspection was due to 
"Sadar Day' o' Muslim community and cue to distribution of nee consequent to fetal. Ir. order to confirm the 
genuineness of the facts stated by the Head hVster ( th& Cell again visited the school on 16.T2-20D9. 
Verficotior. could not be done on that day, nence the Cel again visited the school on 02.02.2005 and 
physically verified the students' strength. On that day also, there were large numbo- of absentees as noticed 
on 17-09.2008. On verification of attendance register, n was found that the clbss teachers of respective 
rassas had given bogus presence to all students cn almost all the d 2 ys. Enquiry revested that the school 
culnorities Had obta-^ed tne staff fixation order for the year 2009-C9 through bogus record icai admissions. 


4, The Director of Public Instructions (DP(), Thiruyaha 1 thapuram consequently Issued a netlco cated 
07,05-2009 io the Manager of the School of his proposal to revise roll strength Sid revision of staff strength 
bv redur.ng one division eaCU In Std. [, I], iV to VH and 2 drvsions In Std, III and consequent posts of 5 
LPSAs, 2 UPSAs iri the school curing the year 200S-OD. The Manager of the school responded to the notice 
vide representation dpted 27-DS-20Q9 stating that Super Chec* Official* did not record the attendance 
particulars of the students lii the visit record and had tampered with the attendance register. The Manager 
.Had also pointed gut that the Head master was not responsible to compensate she toss suffered by the 
Department by way of payloo'salary to the teachers who nad worked In the sanctioned posts. Further, it was 
also cohited out that the staff flxabpn shod Id not be done within Lhe academic year aid re-fixation was not 
permissible as pdr Rule 12R(3) read with Rule HJ of Cnapter XX11I, XeR and requested not to reduce the 
class dlvi$i6n$. 


5. The DPI elaborately heard the lawyers appearing for thp Headmaster end the Mahggef of the school, 
affected teachers as well as the official of the Super check Ceil, raving heard the submissions made 2nd 
perusmg the records made available, the DPI fourd iliftt thu stiff fixation gf the schgd for the yotir 2C08-09 
was obte-itled through oegus admissiMs ard misrepresentation of feas. DPI noticed that the .'dll’strength 
curing tne year 2006-05 w&e 1196. There were 404 absentees On the first visit of the Coll on ^7 C9.20D8. 
The Super Check Cell again visited the school cn j.6 12.23ns 1 ard 02 02.2303 and it was found ;nat err.org 
4f>4 students absent oh the first day, l’*3 dames were hci,u& ahe -neguier retentions. The physical pierce 
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staff 7 flxSof T Jfl ^ ^ tnrGC 0tCa3lQr ' s ' ^ therefore, passed an order revising We 

5i$ff Nxation of the school for.the year 2006-09 as per Ru'-t* 1 2(3) read with Pule 1G of Chapte' XXlU of KER 

sssff«»"ss'„‘jsr u - ~ ~ ~r->• ~ »■ »”• ~”s 

»S~srj ssssrjazvgz 

• 7 enC ;° ’E, MrCh the "-^Sulan^M. Cue to the irregular fixation of staff, the State 

exchequer has incurred additional and unnecessary expenditure by way of pay artd allowances for 
6 2 a * r5 3ni " ex P e hdlture incurred in connection with payment of various scholarships, lump- 
sum grant, no on-feeding, free books etc to the bogus students. These loss sustained to the 
Government will be recovered from the Headmaster of the school who alone Is responsible for all 
the above Irregularities, , 


the 


L .° ®l?J Urt ? er aCt '° r to fl * the **4 recover the amount from .... 

MT a ?‘V f ' ntlna * t0 ? PI and Su P e ' Cneck Officer, Kozhlkcdg. The Headmaster and Manager 

- ie school, aggrieved by We above-mentioned o-dfer. fl'ed a revision petition before the ^tatc 

J?* 1 * Court vld ^ ,ts J^gmo.nt dated 7.\ 2.2^03 In Writ Petition {Cl No. 3 5135 of 2009 
directed the $ t ate Government to dispose of the revisior petltron. 


leV€l v *' iflwtlon was a|5C> ^ndLClL-d in the schco with regard to We staff fixation f 0 r Lhe year 
2009-10 and on verification, it was found that many of the students m the school records were only bogus 
reccrdicai Admissions Following that, the AEO issued staff fixation order for the veer 2CP9-12 vid* 
proceedings dated 27.03.2310, 


fA-ti*r an ^ lle ' tl ' c Pf ' esld ^ r '. ! ot L, *'« Parent Teaciers Association {Respondent No. 1 herein) filed WP (C) No, 
122S5 of 2C1P before the High Ccurt seeking a direction to the AEO to reckch the entire students present In 
the school on the 6th working day and higher level verification of district Edgcatioh Officer (DEC) on 
l r2 1 ' 201 ^ fCr Che purpr>se of staff ^xatiar. for the year 2009-10 and a ; sg for a declaration that :he exclusion 
of the students whO were preseht on the day of higher level verification on 13.01.2010 from the staff fixation 
order 7009-10 W 2 s £ llegal and a J so for other consequential reliefs. J 

9. Uamud Single Judge of the High'cpuit dismissed the Vv-it Petition on 07 34.2010 stating that the Parent 
Teachers Association have no locus standi in challenging the staff fixation order The judgment was 
challenged in W.A. Nc H95 of 2010 by the President, Parent Teachers Association before the Division Bench 
of the High Court and the 3snd\ passed an inte-im order on 14.37,2020. The operative portion of the sarhe 
reads as follows; 


The Inspection teann has recorded that as many a$ 179 studenLs whose rames aid particulars are 
furnished, represent stgus admissions for record pui oases- If admission register Is manipulated 
by recording bogus admissions in the name of nen-existing stucehts or students Of Other 
Institutions, we fell criminal action also Is culled for aq-nirts; the school authorities. Since Appellant 
has dfenled the findings In tfie inspection report, we fell a police enquiry Is called for the in the 
matter, we, therefore, direct the Superintendent of Police, Thrissur to constitute a team of POIlie 
0*fice'*s to go through Ext.PI, verify the reg^steied maintained by the school authorities, Lake the 
addresses as shown In the school recorcs and conduct field enquiry as to whether the students 
are real persons and I* so, whether they are really studying in this school or elsewhere, in other 
words, the result Of the enqu-ry Is to con frill tq this Ccurt whether the students whose names are' 
irt thq record cf the school ere real and if so, wtietner they arc students in this school or any ether 
school. 1 

The Bench also directed to the Superintendent of Police to submit H is report within one month. 

10. The Superintendent Of Police, following the direction given by the High Court, constituted a team under 
tshe leadership of the Circle inspector cf Pokes, vslaop^d and the team conducted detailed ehCuiry in respect 
Of oil the matters d-rected to be examined by the qoilce. The Superintendent of Police submitted the report 
dated 20.P9.2Glb which reads es {Allows: 

Gn the enquiry about the UJ7 students (179-1-3) which were alleged as bogus admissions os per 
Ext,Pi, it fs revealed that df.ly 72 Students warn studied in $,im.v.u.p. School during the period 
200&-09 and 60 students were studied In some other schools. The addresses of 23 students have 
hot been traced out even with the he'p of postman Of the ccrcemeo area. Oh the enquiry jt is also 
revealed that 4 students vide the admission Nos. 130P8, 11875, L28S3'and I3S76 mentioned in 
Ext.PI, have hot beer, studied anywhere during that period. 

The details of the 1R7 students, revealed in tie enquiry are mentioned below: 
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1. Actual N<p, of students studied in 5 IWUP 
School, Thalikulam during 2 ( 303 - 200 $ 

L 

2 . No, of Students studied in sonne other schools 
80 




m 


2 . No, of students whose address 
have not been trace out 

4 . No, of students have not been studied 

anywhere . 

5 , No. of students removed train the rOlfs. 
EnnnnediateJy after strength inspection 

08 


23 


04 


v 


Total 


137 


The report of thq enquiry, submitted by ;h G Circle Jnspe-tor of Polite, valappsO showing the 
derails of each students Is also produced herewith. 

11. The Division Bench of the High Court after pan,sing the report submitted by Ore Supe.-ihtcfideht of Police 
found that nelthei the finding of the DPI based cn inspections 5 v Super Check Cell ncr the claim OF the 
parent Teachers Association w^s correct since the police bad fourth that at least 71 out or 1 G 7 students 
declared bogus by the DPI tfrere real students oF the school. The Hrglr CAum, therefore, concluded 
manipulation by the school management was obvious, though up: to the extent Fdund by the $uper Check 
Cel: based on which DPI had passed the jrmpugred order. The Division Bench expressed anguish that the 
management had Included EO students studying in other schools as students of the present school. It was 
also noticed 'hit as many as 23 students could not be traced by the police with the help of the postman, 
were also included ih the register. 

12 , The Division Senth concluded that s'nce the Super Check Cell the Education Department lacked the 
invErstiget.hg skin or tha authority td collect information From the field. It would be appropriate that the 
verification pf actual students rn all the aided sdidpls in the State would be done through the pgllcft, Holding 
so, the High tdurt gave the following tlrectfOm 

'i! 

We, therefore, feel as In .thus case Police should da entrusted to assist the Education Department 
by conducting enquiry aprjut the actual and real Students studying ( iri every aided school Ih the 
State and pfiSS oji the same to the Education Department for them to fix or re-Nx the staff 
strength based un the data Furbished by the Police. We, therefore, direct the Secretary, 
Department of Education, to get verification of the actual students studying lb all the aided 
schools in the State done through the police nut booties and take appropriate action. It wou^d be 
op£o ta the Government to consider phnto or Finger identification of the students for avo'dlhg 
manipulation In the school registers. Tire GnvG-nnr.ont Is directed to complete the process by the 
■ end of this academic year pnd fiie a report in this Court. 


13. The Stare gf Kerala, aggrieved by the various directions g"ve:i oy the Division Bench, has preferred this 
aopeal. Ms. Liz Mathew, Learned Gouhsel appearing for the State of Kerala submitted that the High Court 
was not Justified in giving a direction to the Secretary, Education Department jn intrusting tire task tb State 
Police for verification of actual students' strength In all the aided schools, while the enquiry is Being 
conducted by the Education Department,-Learned counsel submitted that Kerala Education Act and Ryles did 
not prescribe any rnechihlsm for conducting erouirfcs by the police at the time of staff fixation. The method 
to he adopted in the fixation of staff in various school is Prescribed under Chapter Jf&III df KER and police 
have no rare Tha Rules empower the 4£C, the D^D and the £ ipor Check Cell etc. to conduct enquiries but 
not oy the pokes. Learned Counsel aisc panted an: l-ifh thv presence uf the police personnel In the aided 
scnools in the Stares would not only cause diTbarressTient to the students studying jn tne school but would 
also cast wrong Impression on the minds of the studf.nts about the conduct Of thali Headmaster, teachers 
and staff of tire school. 


jj. 
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14. We noties thfet the State Itself had admitted m thu petltldri that there should bo 9 better mechanism tg 
ascertain the number of students In the aided schools which could be done by finger printing or shy other 
modern system so that the students coord be properly identified end staff fixation could be done on the basis 
of relevant data. We, therefore, directed the State to evolve a better mechanism to overcome situations like 
the Ode which has oigurret! In the srheert. Fact finding authorities have categorically found that the schacl 
authorities had made bogus atfhnlssrons and made wrorg recording of attendance which led to the Irregular 
and 'l 3 egsi fixation of staff strength of the school :cr tne years 2Od8 j 09 ahd 

15- An additldnaE affidavit has bedn fiiep by Lhe State ft Kerala stating that the Government After much 
thought and deliberations formulated a scientific me thud tc resolve the assue din a hating from staff fixation 
orders every year. The affidavit says thet the numoer of students m the school earl,be determined through 
Unique Identification Cart (UlD) technology and the number of divisions could be arrived at on the basis of 
revised puoll teacher ratio. Further, it is disc pn.rttec out that after implementation cf UID as a part of 
scientific package, the government will remand toe matter of .'dsr.tlficatjoo of bogus admission to the DPI for 
considering issues afresh after corroborating lh£ findings of Super Check Cell with ulD details of the 
‘udonts. The State has issued-a circular No. N5P (%} 6SiS!3/20ii dated 1S-10.2.011 which, according to the 
□ te, would take Cam of such s.tuatlons happening in various aiued schools In the State. 

>. , 

IG, We are of the v §w even though the Division ft?nch was not jusTifiee in directing police intervention, the 
situation that has unfo dec In this ceso is the one that we gat in many aided schools In the State, Many of 
the aided srhools rn the States though not a)i, obtain staff fixation order through bogus admissohs and 
m.s represent a bon of facts. Due to the irregular fixation of stuff, the State exchequer Incurs heavy financial 
burden by way o* nay end allowances. The State has also to expend public money in connection with the 
payment a* various scholarships, lump-sum grant, noon-feeding, free books etc. to the bogus students. 

17. A greet responsibility is, therefore, cost efi the General Education Department to curb such menace 
which .not only burden the State exchequer hut e r so wl-l give c wrong signal to the society at large. The 
Management and the Headmaster of the school should be a role motel to the young students studying m 
their schools and if themselves indulge irt such bogus admissions and record wrong attendance of students 
for unlawful gam r how they cairimbrbfl the guidelines of honesty, trjch and values in life to the students, we 
?re, however, of the view that.the investigation by the police with regard to the verification of the school 
admission, register etc,, partldulerly with regard to the aom sslsns of the students In the aided schools will 
give a wrong signal even to the students studying in the school and the presence of the police Itself is not 
conducive to the academic atmosphere of the schools, in such circumstances, we are inclined to set aside 
the directions given by the Division Bench for police intervention for verification of the students' strength In 
all the aided schools, 

IE. We are, however, inclined tc give a direction to the Education Department, State of Kerala to forthwith 
give affect to a cooler dufetf 12.10,2011 to Isslie UID Card tc all the school children *nb follow the 
guidelines end directions contained In their clrc-ulap. Needless to say, tne Government Oen always adopt, in 
future, better scientific methods to curb such types of bogus admissions In various aided schocls. 

19. VJe, however, fihd no reason to nterfere with the dlrect'on given by the DPI to take further action to fix 
the liabilities for the Irregularity committed In the schco 1 for the years 200&-09 and 2009'lf) f for which the 
appeal is pending before the State Government. The State Government will consider the appeal and take 
-■propnaLe decision in accordance with law. if it ;s stfl pending. Appeal is allowed as above without any 
der as to costs, 
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PliOPLt’S UNION FOR C1VJL UREimRS v. UNION OP INDIA 4$ 

Lhe tecum e Tax Act, 19(51 „ on foreign salary payment as a compcineni of Ihe 
icnal salary paid to ?j] expats ait workn^ in Indio, This conifove^y c^me Jo 
aj] end viue Judgment of thL Conn in CJT v HU Lilly & Co. (India) (?) U tf,L 
Tin; question on Jlniihuiuji *iuk become academic m these cisa because, eocn 
asstiLiiug tlui- the Department is right cm dm issue of limitation still the 
question would arise whether on ■inch debatable points, [he assciue^s) could 
be declared as asiCistie{s: in default under Section 192 Lead with Section 201 
ol the Income Tax Act. 19(11. 

4. Further, we me informed Ihat the m^eskels) linvc paid the differential 
(uv. They have paid die j mere si and they further undertake not to ciaim 
refund Lor Hie amounts pair!. Before concluding, we may also state that. in Eli 
Lilly dt Co. (tiidlti) (P) iJtV. 1 vide para 23. this Claim Ims clarified dial die Jaw 
Laid down in she said case was* only applicable to iht provisions of Section 
N2 of the Income Thu Act, 1961. 

5. Leaving the tiiiesUGts nfW.Gfleii oli Jirnltcuioo, these civil appeals 
filed by the Department ore dimposed of with no order as to costs. 


(2(110} 13 Supi'omc C<? net Cases 45 

l (.Recoct o/ ProcvedUifi}) 

tflLft>REl)AL,VEEJ( ft HAND Alt I AND MRS CjVaNSUDHa MiSKA, .TJ.) 

PEOPLE'S UNION 1 L T OR CIVIL LJRLRTJIiS .. Petitioner; 

' L L 

UNION OPtNDlA AND OTHERS 1 ,, Respondents 

Writ PcUtioji (C) No. 196of2QUI wuti [As Nos, 27-30,33 t 41-43, 45 (m 
■EA N*. 41), 4b-47 h 51*52, 35-57, 63-74, 76, 7(1*90,92-94,9(5, S&-99 
in Wp (C) No. 1oi 200 L, CmUtmpL Petition fC) No. 99 t»f 20B9 in 
WP ^C) No. 1 9 (j of2001, deuiricU on May 5, 2030 

A. Constitution of India — Arts. 21 mid 32—* Shelter. Right to— F Right 
to food, shelter nntl bask stiTnm fries — States Gujarat, TfrmJL Nadu* Bihar 
^ and West Bersgnl not focusing on rrlcmmt issue* or filing unsatisfactory 
affidavits, directed In file nddltlonal prnper/s at is factory affidavits 

(Paras 15“ 16,43,44,54 3011(51) 

R. ConstiluUon of Intlla — j^rts. 21 and 32 ■— Pi ublcm of night shelter 
not being' serious ormd existing in Stntes of AnimicLul Pi-adcsh, Andaman 
nod NJeobiir Islands, Manipur and TTlpurn, cxcojit in dtits of Itanagm- and 
1 AgEirtala— States of A nmachat Pradesh nntl TYlpuru .directed to file 
urihlavit rcgaJ'tltng tlieh' cities Ttnnagnr and Ago rial a, rcspoctivclv 

{Put-ns, 13, 1ML 42, 64 and 6S> 

C- Con'ftitLilion of ImHu — Ails, iNaud 32 — Sthles of Rajasthan, 
KarnafnltEi, PunJaE) and Mc^ImSttyn ptojuibing ty conduct comprehensive 
snn'cy to IdcnUfi' homeless nrnl/gr pmvldc riighi sltcltoi's to them — 
^ Progress report regard ioy provision ol v]] a I ten rlirertcd to be filed svitiiin 

L WW'i Ji 50C 1 '.{IXft) 3i^ yik2i; ‘ 
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stipulnted t)Tno periods — State of Mnbflrashteu directed to flte a 
comprehensive report regarding profilers yT Ltrbm) homeless within two 
Eitortths (Paras 11,12, 24 to 40 and (16 and 67) e 

D. Constitution of India — Art*. 21 Eind 32 — lit view of satisfactory 
at'Fldavlts/stepa tnken/proposed to be t^ikcii by States of Mizoram, 
Uttarakhand, Kcraln, Hlmadtul PrtutesEi, [[hni'klmud, Sikkim, Puducherry 
mid CtihEittisgarh, im further directions given and/or no further affidavit* 
required to be filed (Farm; U), 17 to 21,24 to 25>, 32,33, 62 and 63) 

£- Constitution of India — Arts, 21 mid 22 ^ States of Assam, ^ 
Najiiilnndt Uttar Pradesh, NCT of J>i!ii, Andlim Frudesh suid Mrtdliya 
Pi'mldffh. directed to file pnjgressteijtus I'eport/atfidavSts wlthltf slipLilnted 
time Lti view of propped undertulung^i’-rtipusyls — Efforts of Delhi 
Government to minutely and enrcfulEy nmityte pi oh tom of homeless people 
living hi shelters and to provide them with u comprehensive programme l'or 
rehabilitation, appreciated —*■ Efforts of Slate of Andhra E^hdesh for flllng e 
comprcEiensive affidavit und demonstrating great sensitivity in dealing with 
the grave human problem mid Identifying u targe number of areas to solve 
problem^ of urbuti families and others, appreciated — Other States directed 
to emulate sensitlvUy shown by StatefOl'Andlim Tradesii — PysJthe Efttftnde 
of Suite of Madhya Pradesh, noticed' 

(Para;, fi to 9,12, 23.31), 31,45 to SI and Si to S3) d 

F, Constitution of India — Arts. 21 mid 32— Si* months' extentibn of 
term of Central VigjUnnce Committee up pointed on Public Distribution 
System, directed (Paras ffft to 70) 

': SS-B/4GG23/S 


OftDfiR 

o 

L In this writ petition, a report tu.s bean fii*d by t|io CnttimjssicuiEis in 
which it has be&n pi ay*d thni (litre k urgent ueed ot night shelters in iirbtn 
areas, lr. the report, it is prayed (hat the Cfiium find the State Governments be 
directed in provide permanent 24 lus homeless shelters in the areas beginning 
vvidi 62 titles and towns across India. In the report it is uko mentioned that 
these homeless shelters need to be opened 24 hrt in ail seasons, and should { 
have basic nmcuiLies to enable a life with (UgitJty. 

1. ];:« jortlier incorporated mtlie report that whiter ts a period o/sevmeid 
crises tor bonne less people and it 3s directly life threatening, (hough dl) 
seasons pose lb reals (o homeless people. Homeless people are subject to 
continuous violence‘ Slid abuse, Lining in die open with lio privacy or 
protection cv^n ior women and chikfreii. is a denial ol the right to Uvc ^ 
with digiiity. For this reason the CotoiiLisstmior'i are convinced that unless 
directions me given by lIHr Court, the pjoblem^ would not be solved, 

.3, h Is further stated :n the report that (he.sl’.ehero ^houlcl have (lie basic 
facilities, such as, beds and heeding, imleis potehle drinking water, lockcrii. 
first aid, primary lientth, dc-addielion anti rcaieatioLi l'ncllldea. It is also 
mentioned that shelters must he in adequate numbers anti in <ht ratio uf ai It 
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least orte per lakh ol population far overy urban ctiit tres according' to the 
Delhi Mnstci Plan. , 

a 4, The matter was discussed and the learned Additional Solicitor General 
appearing for the Union of irxli-t submit tod lhal <ul major cities, which have 
population of more thqu live lakhs, will he provided with night shelters in the 
ratio ol at least or.e per lakh of population. 

5. This Court issue it notice 10 all the Stales mid Hit? Union Territories. In 
re 5 panic to Ihe notice, most ot the Malts on cl,the Union Territories Inwe tiled 
^ afiidnvifsand their responses me ns utttlci. 

Statt of Madhya Pradesh 

The State of Madhya Pradesh has agreed to consiruci oi.e rsiyJit shelter 
for t» population i>* one lukli In a'I urban cenUOS. Further it lias been directed 
that: , 

c (0 Ml local bodies within their teirdorir,! limits will construct night 

$hc Iwrs for ho me le ss people 1 

. («) Mdnttjilly at least one nlgld shelter in population of one takh must 

be constructed and ihe homeless persons residing in the night shelters, 
should be provided clean drinking ivalei, light. loUec and provisions for 
llicir security; 

rf (ill) During winter sensor props? er inn gem cuts limy be made for fire 

with the fluids ot the local bodies mid with the cooperation of the 
working social organisations blankets he elsd arranged for ihe persons 
staying in night shelters; 

Uv) hi coordination with the local ht-shh officer, urban bodies should 
make arrange men is lor investigation of health of oli tliosu poor persons 
& staying iu ulgrit she lien* and will make arrange in cuts for giving treaimcm 
in the government hospitals; 

. (u) As per the require m«m of security nf the goods of the poor 
persons residing ill the night shelters, iocker facility should also he 
provided; ’* ■' * 

(v-f) Separate place be pro vr led lor men mill women in nig hi shelter, 
(•A r t) At the local level all the u:ban bodies wuli the cooperation Of the 
working social crgauisaiions should also ivnlce arrangements for the 
supply of food re. sc cable rales to live pool poisons residing lu the 

night shelter; 

(vm) Thr above arrange njeno Jnay be immediately made m the mg lit 
^ slteliers which imve been ccnstiuctcd carder by the local bodies, 

(.'a) The Stale Govei - JU*:)i has diLccieo dint wr.hhi sik months. tiie 
CoinmisStoners oi Municipal {.'oipcuilons and the Chief Municipal 

Officer, Mum dp alley should make a survey of the homeless. 

7, This affidavit filed by the Stale of Madhya PradeshH very positive. 
.We direct the State Government to sunt constructing night shelters for the 
ft homeless in a phased inarm Of according to their affidavit and may submit die 
report in this Court within iwo months I'rom today 
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'SWe of Nag aland 

8. In Ills affidavit, wlucb lias Lnren filed or* l>cLull oJ' the Sipte of 

NagalMKl, it is lllchfioncd lh«it the Slate Govern Dieiti proposes to conduct a a 
detailed survey through its own department or by engaging reputed 
orgfltusafibiis/insU unions v/itllm u period of six months for ell urban areas 
within ilic Statfc. It is also ineatiocerf thut depending upon tlie. results of the 
detailed survey, shelter homes would be constructed in a phased fitamicr as 
may be necessary. The shelter homes will have basic requirements necessary 
for providing saft, secure and comfortable she! ter'for the homeies*. b 

9. We ex peer the State of MugnJtnjci lo file, tui affidavit wilhir a period ol 
two months it) ensunfc that etuir-e p«\>gtVimuie U hi) pi emeu tod. 

Stole of Mizoram 

10. The Slate of Mixoran has slated in the aifidbvil that identification of 
urban homeless wi)i be concocted m a comprehensive manner tv'Lhm $ Lx 
months and necessary 2acjLilies would be provided lev the homeless In the 
shelters. In uew of this alfld.ivh, UO l'u?;hei directions are warranted ut this 
si Age. 

Stale of I'ajdjituin 

11. The learned Addilio.ud Advoc.ue General appatiring fpr the SmLe of 
ftiynsthan submits that icrauilutimi oJ the co.npielicnMVc policies would tuhe rj 
about two months, 

11, We direct ilic Chief Secretary of tl;c Slate of Rajasthan to file an 
affidavit wiliiiil iwo months iud .eating the progress made by the Stab? in 
respect ol prnvjdiug shelters lo the homeless ill n<xc?:d:iiice with the .standard 
* norms. 

Stoic ofAntnuciiai Fradesk * ' e 

13, An affidavit has been tiled by the State ol Anmaclitil Pradesh 
Indicating that the problem docs no£ exist in the .Shite except in Itanngnr 
where the population Is more limn ahe lakh. It is mentioned in Hie affidavit 
tli at 

"illire 1* nobody who is homeless oi orphan hi die event of death f 

and demise of parents, village community takes over tire responsibilities 

lor the children ksnving little or no Miope for the destitution." 

14.1: is indeed n very Mppy situation hi die State of Arunaohal Prkdcsh 
but ns regards It an agar, an affidavit Liu ft let! within two mouths. 

State nf Gujorof « 

IS, In the affidavit filed by the Stale of Gujarat. H i3 mentioned that in the g 
State there arc four chics with a population of more than five lakhs i.e, 
Almredabad, Vadodara, Rajkot and Sui.u. The affidavit Is not clear about the 
Issue, which tills‘COUi" is dealing with. 

14. We direct the State of Crujurat to file tut additional affidavit Indicating 
within what period I he State would be ahlr to provide the shelters for 
homeless \ n ihe u rb an ci tics of C5 uj arnt. . 
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Slate nf Wnwchal Prudeih 

I", In the otTUInvil filed mi behalf of (lie State of Himachal PnUhjSli, It Is 
n me mi owed that only 5 him la has a population of mom than one in kb in tins 
Slate. One night aha Mar, which is already in existence. Is being renovated hik! 
necessary I’acillUeH would be provided in the night shelter. 

18. Therefore* In view ol tl-ds utfldavJt. ;il this singe no further threeUoils 

are warranted so Jar as this Stale is concerned. ' 

State of Ui:<u akbilnd i 

19. It is mentioned In the affidavit that Deb radii n, Haridwur and 
Haldwnni have a population of more than one In kit One night shelter is 
already in existence in Dehradvn nnd two aiglil shelter are there in 
Flarjdwai. Fluid wain also hQ.x one ?nglH $l:e!n*i. The Stare Government has 
issued direct! on * io all the urban bodies to provide land free 6f cost for the 
eslnhlislvuem of additional nighi shc.lteis in order to construct shelter l'or the 
entire shelterless people. 

20. In the alfidiivii it is also mentioned that ibe uibau local bodies me 
also directed io submit proposal fiu the upgmdnlion of existing night shelters 
basically for, enhancing their nccouui'.odatlon < a pa cities and to provide basic 
amenities, such as, btcnkeis, potable drinking water, toilets, electricity 

fj connections, and regular health check-ups 

21. In view of this affidavit, in 'air considered view, no further directions 
need to be issued as far r.s Uw State of l.'iuirafclu.nd is coaccrued at this .stage. 
Sifate of A warn 

22. In ar, additional iirtidn’.'ii filed on behalf oJ Hie Slate of Assam, K Is 
mentioned (hat they wjl! under 4 tike the survey and cugage re pule cl 

9 o j g iini s at i 0ns/instiunions lor Ihis purpose and cm the basis Of the survey, 
Achll'ioual shel'efs would be created or iber exisung shelters will be upgraded 
In the phased manner, as- may be wees wry. Ine shelters will Imve ibe basic 
requirements necessary for providing stiff. secure and comfortable shelter for 
the homeless, 

23. We direct that an affidavit be Tiled by Ibe Slate of Assam wjllnn a 
( period of two months indicating whether Lhc process has SLarled or not 

Sra/c of Kerala 

24. In (he nffidavi; filed on behalf of the State uf Kerala, It is mentioned 
■that nine shelters for the homeless have been established ill the nine districts 
of Kerala 

g 25, In view of tfopallidavit. no Anther aSldavu for the time being Is 
required to bd hied by this State 
$raw of Jharkhand 

26. In the affidavit filed by die Stare or rharkhand. It is mentioned that 
die Government of Jharkhand is committed to provide all required amenities, 
including eight shelters fci ttibrnl shelterless people. ]t is further mentioned 
ft drat out of 26 urban local bodies, shelters have been construueti in live cities, 
lmcnuly. RaiUdii. Dkaitbari, Chulbasa, Dsogarh and Jasidih, 

N « 
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27, In view of this affidavit, no» further affidavit tor the time being is 

required to be filed by this State, * , 

Stole of Sikkim a 

28, li is mentioned that :he problem of homeless doss not cxlsu ;□ Hie 
entire State, bur ir is also incorporated in the nf3 davit Hi at it: case such need 
arises, oilier facilities like mattresses, quiUs/bJacketii, drinking water and 
collets, etc. would be provided. 

29 ♦ In view .of lliis affidavit, no further affidavit is required to be filed by 
tile State of Sikkim. ^ 

Stcld of f /nar Pradesh 

30, In tbd affidavit, it js mentioned that there arc seven permanent night 
^belters and one temporary nigh l Ml cl ter ;n rite Stale. Ills also mcilUotied in 
the' affidavit that It proposes to construe i perm tin wit Midler homes itt t?5x 
metropolitan cities, such as, Lucknow, Knilpor, Agra, Allahabad, Varanasi c 
and Meerut. The land required for sonsu uClicn of these skeitei hollies Mi all 

be provided free of cost either by the Nag nr Nigtun or die development 
Authority iii each of the aforesaid sjx towns. Ttie construction of such shelter 
homes sJin.ll be monitored at the local I oval by the Divisional Comir.issionei 
concerned. The financial requirement for implementing the aforesaid 
proposal shall be met by the State Ur^un Development agency. g 

31, lit principle, lbs SlaLc has agreed to provide night shelters according 
to the norms only to evaluate ibe proguss made in the maker, Wc would like 
the Slate to file on oUidnvIt wjlluii a pound ol :v/o months. 

U>von Territory of Puducherry 

32, Ii is mentioned in the atfidavli ilia: so far J102 tenements have been 
construe led in eight places in Pu due hairy. In these leucmeiits It 02 homeless 6 
families have been provided will; pernumenl shellur$ Another lhomeless 
fnmllie’i will hs rehabilitated in 12“ tenements, which are under construction, 

33, In view of this afliduvn, no I'.irther (5i recti oils tue necessary so fat ns 
die Union Territory of Ihiducfirny is concerned 

Sum of Ka rn&Kikto f 

34, The 3 tale of Kama take hns indicated in the affidavit that the State 
uudertkiltcs to conduct a comprehensive survey io identify ibe urban Jiq tael ess 
within a period y>f six in ora Jut Based on the result ol survey, necessary action 
will l?e taken'to provide basic facilities so lhat people can enjoy die 
fundamental right of fife willi dignity. 

3$, Wc direct the Sims of Karnataka *ij tils an affidavit aboui the progress g 
of their survey wiihin a period ol iwo-months from today 
of Punjab ' 

36, In the affidavit filed on bchiilT of lhe State of Punjab, it ii mentioned 
tltat as regards Hie survey loi ideal Jlkutiou ol tuban homeless, the 
Department of, Urban Local Bodies mid the Department of Rural 
Development and Pant li avals have been directed ic cairy out the survey * 
wiihiu two mouths. The ftspaiicrenl of Unfitn Local Bodies will take nctlou 
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to provide night shelters and other services after the identification of 
homeless persons. .• 

& HI7, The Department of Sochi Security mul Women nud CJtlid 
Development will provide community kitchen &; un appropriate scale as pur 
the <lilections of this Court, 

38, The Department of rood, Civil Supplies ,i:id Consumer Affairs shall 
take action to issue A AY ration cards to the homeless population within one 
month after the completion cf die idem!fiction subject to directum of litis 

b Court, The beneficiaries would be until led to rations at the ktaie. fixed by the 
Union Government by A AY families. 

Slate of Meghalaya 

39, In the affidavit filed on helmlf of the State of Meghalaya, It Is 
mentioned that the Slate requires lime to make survey of the shelterless 

sC population, iocluding street children m the cities and iw^raoitthV time has 
been prayed for this Purpose by the Ieanted counsel. 

40, We direct the Str.le ol Meghalaya to file an affidavit within a period 
of two months indicating the prograj.ii in the matter 

fjttivn Territory of Andaman anti Nicobar Intends 

4L The problem or liotuekivs^init desuiuiimi js not u serious problem in 

d the Mauds, There fore, no directions are iiccessiTV to be passed so far as die 
Uni Or. Territory of And am u n and Nicncnt islands is concerned. 

S.We of Manipur 

' ► 1 • 

42. Similarly, there is n<' cw.cllc bJ urban homeless people it; ibis 
Sti.tc Thereto re, no directions are necessary to be passed so fnr ns this Suite 
is concerned. 

* Sictn of Tamil jVfi'/v 

*3, Ait affidavit, winch lias been fill'd by the State of Tamil Nadu, docs 
not locus on the problems ol the sheltei for homeless people. 

44, We direct the Suite of Tamil Nadu to file nn additional affidavit 
within a peilod of two m.mills indicating its lo what progress bus been made 

f in this regard by the Slate. 

jVci : id ri a/ Cc.pt lal Tarrtto ry of Delhi 

45. Mr, Har.siaJ, Addittonnl Secretary, Department of Urban 
Development, Ciovet'tuuer.i oj Kcaooal Capita! Tumtory of Delhi, has fifed a 
very comprehensive ailidav t, in the affidavit it is mentioned that 
Government of National Capital Terri lory oi Dei hi is in the process of 

8 fo an id u ting (i policy irsinaework and plan for earing and protecting die rights 
of homeless citizens bl Dcihl. 

: 4$. The nov«ir.mcr,t of NCT of Delhi has established nil autonomous 

bb<ly called “SAJTiajik Suvklha Snngitm" cu “Mission Convergence” a 
society registered under the Societies Reg's button Act to provide an 

^ iu stiuuionaV' rnech mils m lor uni lying social policies impacting the poor and 
to Integrate* establish, mamig£, operate, maintain and facililatc the Integrated 
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delivery of welfare enfiUenitntj to the underprivileged in an efficient find 
transparent manner. All the details have been given On behalf of the 
autonomous organisation, It has Also mentioned that St Stephen Hospital is a 
the "tvloiliej- NGO*’ for homeless. Tliis project is being run by die 
Community Health Department of St Stephen's Hospital. The ‘'Mother 
NGO“ in consultation with various stakeholders has submitted a report titled 
“Policy Framework and .Plnu for Curing anti Protecting the Rights of 
Homeliiss Citizens of DelJu?. A, comprrliensjvr iiurcxup: has also been filed 
giving details of these plans.’ ’ ‘ 1 

47, Ii la’disc mentioned m the affidavit that “Mission Convergence'* has 
initiated a survey of homeless and that the survey is currently in progress and 
the same is to he Completed by 3 l-5i2()l0. Since the survey of home I ess is a 
specialised work, interactive meetings are being held with an internotionQl 
group, namely, UNDP, Bangladesh to deter mine the moth orlologici; of the 

homeless survey, and to finalise the same. c 

\ 

48< In die affidavit, it is mentioned that NGQ, Samya had conducted 
survey and identified 15,000 homeless beneficiaries of which 14,S50 which 
have bet it approved for giving “homeless cards”. These cards arc being 
prepared zonewise and the list is displayed at the office of thr Assistant 
Comimssloiiers/Clrcie Office for distribution of the special homcles* cards to 
the beneficiaries after obtaining their bio metric Impressions. Tlie NGO, a 
Sntuya has also been informed to facilitate delivery of these cards to the 
beneficiaries and enable them lo lift the specified food articles and kerosene 
oil allocated from the Jinked fair price sl;op/kc rosette oiJ depot. The details 
have been mentioned in the A AY programme. 

49, It is menUor.ed in lhe affidavit dial under the Central Scheme of Food 
and Supplies Department, Government of NCT of DeJIy is carrying out 
review of B PL/A AY household cul’ds which were issued bclorc 15-1-2009. It 
is simultaneously, carrying out bjoiueiiic identification of hetd of family of 
each household to eliminate fictitious, bogus mid ineligible cards and those 
who have left Delhi. 

$0. The Government of NCT oi Delhi has stalled “Hunger Free Delhi f 
Campaign — Aap Ki Raso:“ with die active pauicipaticu of corporate and 
willing organisation. This programme !;•» lo provide food to the destitute 
people. The affidavit also mentioned about ilm Mid-Day MenJ programme. 

51. It is also mentioned in the affidavit find there is Sarva Shiksha 
A bitty rau tor out of school children. 

52. Regarding the shelter for Homeless, ti is mentioned that currently g 
Delhi has 88 night shelters. Mo^t of these divlicis am temporary and minting 

jjj tools. The conditions of shelters need radical improvement. Looking to the 
population of Delhi, 130 permanent shelters are going *to be set up. In 
addition to these, the Delhi Government proposes to set up 50 temporary 
shelters during winter months. In total, Delhi will have 186 shelters during 
winters mid 130 shelters all through the year and all kinds of basic facilities h 
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would be provided in diesL- shelters They have made provisions for du* 
Hddtcugr* centre* and recovciy ;> hellers also. 

e 53. The DcJlii.Cpoveriimeiil has very minutely and carefully analysed the 
problem* erf homeless people living id cliche shelters mu! is trying'to provide 
a conproli^isivc progrfumr.e Jor die homeless. We uutsi couiplJmem lJi 3 
Government oJ' N'CT ol Delhi fur Him cUcm. We would like Uie Government 
, ol NCT of Delhi to tUe a Lurihir afliuivji indicating whit progress has been 
made on different fronts. 

^ ytoie of Bihar 

54. We are totally luwiijfed with Uie allidavit ’.vliich Jw$ been filed by 
ll'.e Chid Secretary of Hie Stale t»f Oitmr. The learned counsel appearing Jcr 
Ulc Slate preys lor and is granted luui weeks' tjme to rile n proper affidevi;, 
Wc would like an add it. on a) alhduvji lo be filed with Concurrence. of the 
Chief Minister of the Slate. 

State cf Andhra Pradesh 

55. An affidavit has also been filed t>y foe State of Andhra Pradesh, The 
Chief Secretary, in the affidavit. Inis mention ad that die Stale of Andhra 
Pradesh has been one of the fir.si State* in the couutry to start a separate 
department ’J’oi subtamed eflofl ibr eradication of mint poverty called 

$ "Society Tor Elimination of Rural Poverty” which has fomuililted the Andhra 

Pradesh Rural Poverty Reduction Project for a focused appronch for 
elimination of rural poverty. It ;s also mentioned diet situation of urban poor 
living m slums requires special attention. Provision of pucca house for every 
homeless poor ha* bec r : a pious purpose of the Slide Government. 

5<j> Regarding night skelleis, It Is mentioned dial there fire 124 
s municipalities zni municipal corpora lions ift foe Suite. Out of these, 

Hyderabad Urban Agglomeration is metre city with a population of more 
than 57 lakh* A special action plan has been formulated for providing 
shelters to (lie homeless. Under this, more Gian one lakli houses are under 
construction. Apart teem this, tt has plan to start 60 night dickers fit foe rate 
. of one for every one Jaxh pcpuluilor. in the city of Hyderabad before 

■ 1 31-12-2010 These shelteis would be fully occupied (tic equipped} with beds 

and boarding, drinking wtiler, lockers, first aid, etc. 

57. The following me.unites are taken fin effect jvfe iLtipJemctiUuion of this 
i m native: ’ 

(•) Survey for identification ol the site Me i less people in the Grenier 
Hyderabad is programmed to be taken up and completed by 11-5-2011) 

^ (ri)SlKiy buddings and converting them :or use as uighl shelter* 10 

die slidtciloss people will hr done by 30*6-2010. 11 inquired, additional 
licois will be roitotruacd io acutjin mobile all foe homeless. 

(Hi) Necessary faeillticii Jike arrfcitgemcw of beds, blankets. cJotiung, 
etc. periodical medical health, chcrk-up and psychiatric core, provlsion of 
'. physical amenities anti codklng lacililies to be cremed iu the Identified 
night shelters by 30-6-2010, 
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{rv) ^ith a view to promote selTsusteuaucs null ctnpowermsiiLof die 
shelterless people, it is contemplated lo provide suitable skill 
development trainings to Ijiem a result of which they may get expected 
ii vc Lihood oppori uji 3ti$s by 0 c tober 2010- 

O') The children of Uift Shelterless, after ihcii ntltmsfilftii lzdu the night 
shelter, will be referred for admission ju the nearby schools for imparting 
elementary cdlicr.iioi' by ?,()• 6-2CK0. 

{WJ The inmites of the night limiters, hetfh .men mid women will be 
sejnirntely iwcimimcdated wul; a provision oJ privacy and nmcniltes, The 
tood arrangements a* per the recommendations of the dietist will bo 
provided fir maim®icing the iiu'ritional balance o' particularly the 
pregnant women end hi tuning mot hors in the shcltcsri). 

(w<) Sciwitisadon through publicity about existence of night shelters 
hi electronic media feud print media for information to the homeless 
people in die city is also la ken up ou priority. 

(v/ii) Corporate lustlhldcris and pkila/Jlhropic agencies; to ho included 
in this activity for development ol uight shelters and services as part of 
l heir corporate social responsibility. 

(Cx) Launching of the enforcement. drive so ns to pick up the 
sli61iorle.'« people from die Jilguly concentrated areas i.e. railway 
terminals, bus terminals, Ixisv comulercinl centrcs/markels, traffic 
junctions, traffic Islands, footpaths. public parks, below flyovers, along 
Halite, freight complexes and worki unions. etc. The OHMC suiffi and 
reputed NGOs for this purpose will be involved i;, trie process. 

(,v) A periodical vigilance and supervision of the maintenance and 
function <>1 night she lie is :v a. noli Itnporieut with a view lo secure ihe 
decency. maintenance of discipline. Tor this purpose r,n officer will he 
mwli: iu^hurgc with the responsibility to nlcit ihc administration for 
la king die suitable steps feu up keeping die shelters. 

<*0 Hound the cjock secunly to be provided along wilh necessary 
winch and ward staff. 

0rii} The role of NG0s> is vital with icspea to IdemifkaLiou, locution 
And maintenance oi night sin:item- 7 hr reputed NC;Os of dm city which 
involve in the progi amines of social coniinltincm will be Identified for 
counselling die shelterless. 

58. We would like in compliment the SUuo ol Andhra Pradesh for tiling 
comprehensive affidavit and demons tinting great sensitivity at dealing with 
ihe grave human problem. 

The Stale Juis identified v. large number of areas to solve the problems 
or urban families aiid’olJisw. The semftrviiy wlvch has been shown by the 
State ol Andhra.. Prddcsn lrqolrerj 10 be emulated by other Slates and the 
Unioh Territories, 
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60. We direct die Stale of Andhra Pradesh to tils on additional affidavit 
wit Ilia two months ic indicate lluf?m«rc*s nude in various ftOHW- • 

a Sio te r,f We j; Be nj>a 1 

61. We have perused the ul'lsdavii tiied by the Principal Secretary to the 
C'ovfimincm. of West Bengal. The allldtrit has covered various aspects but 
we won id like the Principal Secretary to hie an additional affidavit dealing 
wilh tire problems ol tsiba^ home Idas people In tire Slate of Wes: Bengal. Let 
the same be filed within a period of two motv.l]s 

Stale of0\h(\!li$$<irh 

62. Toe John Director. Uibmi Administration and Development, 
Oovmmnient of Chhntiisgarh. Jms lited au nlJidaVil in which ii n*. mendowed 
tllni there arc urn cities in the Slides where die p.opniotjon is mere lb fill cr,c 
lakh and in those cillvs li.ght shelters have beer, provided, 

c 63. ip view of tire above, nn further affidavit is tenured to be tiled by lire 
Stale of Chhauisgflih. 

Suite of Tripura 

64, The>\ddiiion?.l Resident Coromtssiotier has filed an affidavit- in the 
affidavit, it is nviltioncd that only Agarmk hits mure than oao lakh of 
population and after proper Miryfij, night shell era would be provided, 

^ 65, Let an affidavit in compliance be tiled within a period of two months. 

Stale of Maharashtra 

66, We direr.i ihe Chief Secrelaty of ibc State oi MtiharaSlNrit t© file a 
comprehensive report regarding problems of the urban homeless :jl the Stare 
of Maharashtra 

r 

* j 

s 67- Lei the same be done vfilhm a period of two month*. Place these 
matters on 21-7-20 ilk 
IA A r a. 90 1 

68. f’Ucc this Jjppljcatmu on i 0.5-2010. 

69. The term of the OmrnJ Vigil wee Committee appointed ou Public 
I Distribution System, which is dtre to expire cn 30-6-2010, is turtiler extended 

for another period o! six months 1 e. up to 31-12-2i.fl0. 

70. Place lire matters relating to the Kor/blc Justice D-P. Wudlreva‘» 

Com ounce .Re por. un 22-7-2010. 

Court Muster* 
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' SUPREME COURT CASES (20 O) 14 SCC 

framed but nftt decided — Heitee, matter rcnuuKled to High Cooft to decide 
the same in nocofdancc ivLth law after, giving opportunity or hearing to 
pArtie$ (Paras 2 and 3) Q 

A ppcal 11 1 lowed by the So preme Court he Id a* hby vc. AD-M/46269/S V 

OXDCR 

1. Uove granted. 1-leurtl (earned counsel for the panics. 

2, By the impugned cider, the High Court, 1 though framed substantial 
question of law involved i:i second appeal* but without deciding the same, & 
allowed the appeals abd remitted (he matter U> tire lust appellate court. In our 
view, on this ground aiont, the impugned order is fit to be set aside. 

3* Accordingly, the appeals are allowed, the impugned order rendered by 
the High CcHit is set aside and the matter is lerfuindcjd <0 it to decide second 
appeals 111 accordance wLih law aftei giving opportunity oi hearing to the 
p&ities. 


(2013) 14 Supreme Court Cases 3d8 
' {Recoixl of P> acceding*) 

(B JtFORE B R DalvEER B ka,n darj and D1 PAR MJSRa , J.T.) 

PEOPLES UNION f6r CIVIL LIBERTIES 

(PDS MATTERS) *. . 1 . . T Petitioner: 

tenner 

UNION OF INDIA AND OTHERS Respondents 9 

Writ Petition (C) No. )% of 2001 with I As Jsos. da, 93.98, 102-108,110- 
H 2 in W (C) No. 196 of 2001, Contempt Petition (C) No- 99 of 2009 
and WP (C) No. 277 of 2010, decided on Minch 16, 2012 
Constitution of India — ArL 21 — Public distribution System (PDS) — 
Corruption anti pilferage in PDS — Computerisation as a remedy — 
General consensus ndted —- Taking note of A I’ll davit of Secretary, Gbl, 
Department or Pood and Public Distil but ion, special drive made to 
eliminate bogiWdu plicate raliuu cards — 20 l A?5 talch ration cards 
dim I Pitted since 2006 saving subsidy of ah out 820(1 crores annually —- 
k Creation and niftnagethait of digitised beneficiary database including 
biometric identification supply ctuiin management ofTFDS commodities till _ 
Die fair price 1 .shops — Illustration of Gujarat K advanced stage $ 
computerisation and bar coded ration cords reduced 1(1 faiths ration cords 
yielding animal saving ol Rs 60b cm res — Go! Lusk force under Mr No ad an 
Nilckiiui, Chairman, UllHI, tlireeled to rcconfmend mi Tt strategy for PDb 
ivitiiin four weeks — Copy of order suit to him through special messenger 
— I As listed for further directions Using time frame — Human and Civil 
Rights — ftighl to food —Freedom from malnutrition and hlmger 

« (Farns 1 to 61 
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KJCL (PD5 SlATTfeRS) v UNION OP INDIA 369 

People's Unionfot Civil Libetats v. Union 0/India, (2032) 12 SCC 357, r&trtdio 

a SB-M/50756/S 

Chronological list of c/t\ es citoti on pn^«{s) 

]. (2012) 12 SCV 35?, People "? f/iuon Jrjt Ct»ll Libuttes v Union of India 36V6*c 

ORDER 

1, In pursuance of the direction's of cJus Couiri, Dr Gupta, Secretary 
k to the Government of India, Department aJ 'Pood and Public Distribution, 

Mew Delhi has Filed ati affidavit Copies of the said affidavit have been given 
to the learned counsel for the petitioner and the counsel appealing for other 
panics, 

2. There seems to be a general cwutowU!* that computerisation is going to 
C h*dj> die puplic distribution system in the country i:i n big way. In the affidavit 

it is, stated that the Department oi Food and 1 Public Distribution hut, been 
pursuing the 1 States to unrieituke special drive to eliminate bdgua/ditplteate 
ration cards a:id ns u result, 209 15 lakh ration cards have been eliminated 
since 2006 and the annual saving of ioodgiatn subsidy Jins worked out to 
, about Rs 8200 crores p«i annum, ft is further men honed in the affidavit that 
0 e^d’to-end computerisation of public distribution system comprises creation 
and management I of digitised bcttel^cLoiy database including biometric 
identification of the beneficiaries, supply ditim ir.atiagercfcrtt of TPDS 

commodities till fair price shops 

, } 

3. It is further seated in the affidavit that m the State of Gujarat, the 
^ process of compuiqiisetion is ;it an advanced stage where issue of bar coded 

ration caids lias led to a reduction of 10 lakh ration cards. It is expected that 
once the biqmetric details are collected, this number would increase further, 
Tor die pre$fctit> a reduction of 16 inkh ration ce^xIs would translate into an 
annual saving of over Rs 600 crimes, This is just to illustrate that 
f computerisation would go id a big way to lie ip ibe targeted population of the 
public distribution system in the country. 

4, In the affidavit it is funner mentioned dint the Government of India 
has set up a task force undei the Chairmens hip of Mr Nandan Nilckani, 
Chairman, iJlDAJ, to reoon:n.c"jd, amongst others, nn 5T strategy for the 
public distribution system. We ic^ucsi Mr Nandan NilcLini to suggest us 

® ways and means by which computerisation process of the public distribution 
system can be expedited. Let a hi it I report'’alii dim I he filed by Mr Nundun 
Nite.-cam within four weeks fioiir to nay 
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. ■ SUPREME COURT CASES 

M M?. //0 of2ffJ0 

.« has ait^Eiy fclieji ;^ua:; ir. this r.pphcadon. Mr Gonsalves, 
niof Counsel for Lhe peEirjnner submits that si copy of tins 
not Isciiii served upon him. Without getting into the 
controversy, we request tnc applicant to serve n copy of this application to the 
l^flL-n*d counsel for the petitioner within ;l week. Reply to the application be 
filed wirin'; yn e week thereafter, 


Sr Notice 
learned Senior 
application lias 


fi. List this miUicron 9*4-20E2 for fiirdnn directions. IA No, 32 also be 
listed oo that date, 

A '^py C)F this order be sem to Mr Nilekani through a special- 
mesbengoj. 


a 


b 


j. 


Court Martens 
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(2015} M Supreme Court Casus 3 ?() 


(Before R $ati;a$ivam and Ranjan CcKiOk JJ.} 

STATS OF KARNATAKA AND OTHERS ., Appellants; 

j, Venorj 

VTVEKANANDA'M. MALLUR AND OTHERS .. Respondent*, d 

Civil Appeals Nos. 3803-305 of 20 1 2 ^decided on December 7 . 2012 

A. Constitution of India —* Arts, 22rt and 13fi — Condonation of delay 

“ of 440 days id tiling writ appeal ^ I-kld, after going through (tie 
rensoiis staled thcrcSLicl in the light of tile issues to be considered by the 
Division Betid) as well us the financial implication on tlie State fixoEiequor, 
reasons staled for the delay cannot be Reeled as unacceptable e 
Considering the issues raised And the positive direction given by the Single 
.Judge* 0Ms1on Bci>eh ought to have condoned the delay and gone into the 
merits of the matter Lu tb« U^iii of the provisions of the KuniAtAkfi Stamp 
Act* 1057 — Delay condoned -- Matter remitted to High Court for fresh 
cons I deration '■ * 1 . (Para 3) 

B. Constitution oflndia^-Art. lib — Writ appeal — Issues in question 
not tJdcrriiincd — Matter remanded for decision afresh — H£ld r without 
expressing anything on merits of tho claim of either party, 05 DEviijou Bench 
his not adverted to ai)y substantial gmuiftls tfrged by the State, particularly 
with reference to the provision* of Art. 5(e)(i) and l&tpln, (II) of the 
Kamatdkn Stgbip Act, 1057, impugned order set aside and case remitted to 
High Court for Fresh uonsideratEon High Court tn restore writ appeals ^ 
and dispose of On mei'its trt accord ance with law, affording opportunity to all 
parties including nCwly impleaded Respondents 4 to 21 Along with 
connected pending writ petitions* preferably frjtli En a period of six montlis 


n 

t Ar.stnj iru of St.Ps i.C) Kns 5 4 1 .77-79 oF 2i) IQ. Fmci U'f Airlfl.neill ruM OLtbfanJtcd J!).6.20DV 
nf Lh-i Itigb CmiLt tF [Canrttflkii 11 UangnJo^ in V/As Nos 1023 and 1324-25 of20C3 

'I 


JnfbJi 6 ^ /o^_ 


i 




■ Jj- ■■ 


ill n' 


—■ ‘■“■'-i -r-- - 4 j 


if 

'■■ ■> j- 

1 ,"li " 

V-lT 


-_l 




-Cfc'-i.;--' 
« &L 





,r i 
;■ ■ 



l^m+i 1 - tk 'jk ■ .■_ 


-ANNS*^- p.|50 



ECfJ Onll'S EdfidhA. Copyright^ 2Q17 
Fb^b 1 Sunday, ipd] £3, 2M? 

Printed F-'br; \Jt Ak)h r’JaMfino Kufrmr 

SCC Onllnu 'hVBb SdLftSflJ h\S.\rJ(wf<u sjzcorJ.ns Mm 

Tr^ePn-it^ sturce; Sfcifi'ema 


AM A 

i 

L 


MS 


(20IO)5SCC- 


5TJP7RME WltTCAif-S 

(i0l0> 5 Supreme Court Cnste 318 

{Record $f F'rvceedmgx) 

(BTircto* DALV£HaBrfAN^st \nr ics.P. Ratoe{ak:*(£Hnan jj } 

PEOPLE'S UNION POR CIVIL LEBERTfES : r Puuintm; 

Versus 


UNION OF IND WAND OTHERS ' ,. Respnadents. 

EA Nn. 94 v.'ir]] ]A No. 194 ;r. \VP i l Q No, 10n n]' 2091 

dcadeu oil f-ebu;aiy 10, 2010 & 

.>► Gi^i) Riglit^, — Homeless ,nid destitute pertems 

^Eltt'Sheltcrs For shelterless persons in Delhi — Pursuant to Supreme 
Courts fhroctfons di. 2tM-2fU0i status report submitted by Addition^ 
Solicitor General appearing For NCT ot Delhi — Affidavit also filed on 
belialf of DDA stating that they had extended their support in this project 
and making suggestions in the matter —Stfitus also directed to Q]e affidavits c 
- 1 * Government undertook m provide gnidcJincs ftr mOnlioriug night- 
shelters Homeless eligiEde person? to coi rcucwhble ration efirdfi but that 
cannot he used ns u document of idcutificutimi — Households of Dcihi to lit 
ideutiijod under vuiLiernljle mul nLost vulnerable categories |'or this purpose 
® 11 J'^'tys cmiduc ted hy N G Os — Go i-cni n lent o [ Del hi i n it j utetl 
community kitchens tAapki Riisot) lor homeless peopTe at 13 distribution 
centres — Street eliihlren also need shelter* nod rehabilitation 0 
Constitution of India '“-Ait. 21 


1 't/l'jlc 'f 


Utiivnjbt Cl, 'it Uberttn v Unibt i t-ff> irfta, (2^0) ,1 sCC referred So 


R-D/4(S 109/C 

Advneau.* who appealed in ilut . 

Colin OvJUJT.kej.. Senior Advoii'lc (M\ bivv.n :y C )ii nud Ms Tyod Mecid]rciLr?i. - 
A[J voc :i i ts} for the Pcd Lionel, h ^ 

F.R Tnpntlli, Mulmn Palawan and Vivck Tiuikha, Addinum! Sohcityf Genesis, S K 
Dwlvedi and Mmijii ^iingli, Addiiio.uu Advccale GenemR, Dr. Manisii Singliv;, 
Ptftiuotl SwiuTip anc T r S. Doiioiil, Senior Advocates [J;iliil Kujymi Cns. M-> 
JTfirundki Whhh SohuuLli Patflmn, h.Y RaHrmn Ddi, Mu ind^i 3aw|iney, DcvhurJiu 
Ki. Devesli, Ml Lind Ktmui^ itiloi Saimii [foi MA Corporme Law Onu.pL M\ 
Riichimn SrivRSLnvsi, TV, George, Ms Kimuni Ini&w.il, JKhwa L *Likparu Nobin Slush, ^ 

CllIso Agrawjil, RetLjjil LtuldicLiee, VCj. Pfilt.^iSlin]. S J. AriitpLlc, PAihu Rrlfliy J 

SubrairwIlian, JutirdcT Kl. I3luin.i, R iL CuptL 1 ., R?iFcev Duhey. Ms Vbndiin.T M;ihia r 
Anil Ki 1 . hie, Kurd iilicli Mishm E^Jivi rrri5L.i£h Mtlirou:i, Dnpal 5Lnj;h, MEintsb 
Knmar r RHnmj Biswlis, Tan CLrnndrfl ShillTiU). Ms Neelsim Jcifioia, KlUliai' R 4 l|«ll 
Singh, ids PrtniH Knmsrl Singh, !5 Li SiLigh, Anil s'Jhrivnsuiv, CJop^l PLV.snd, CF.V 
Cluo;clrflslie*hsr, N.K, Vurma, Anjonn CLianilmshck'nnr, Rfimcsb Bsib 1 ^ M.R., Mj 
O lihnfnti Reddy, Sjtljfy R. Fiegdc, Mi iJuniLta Hop'llka. Kama] MoLuli] Gupu, 

Achilla'. Mllkcrji, Ajay Pal (fai KoLdlp Singh), Mn A. Subhashini, Ra'/i(id r;i * 

Keiht'.ruo AtbLini;, Pra,sbam Kunvir, Vjsliwajit Singh. Sonjay U Ktiunde, M* Aiho G. 
Kut, D.U CJiiOauBilda, S V^Vshr, A OmLri, Ks SlmiL^ SbaLmn, Ms Stici’JLi BaksLu, 

Itun Bftsthni r DS, Malua. Ms Vjiruna LRumd^n'Gugnnn], M? Sinn, Mi Ami 

IOrnyur, K.V, Mohan, Rajesh Stivasiavd, Anuvra: Sharlun, Ihagysn P. Shainia. PV, 
YogeshWEiri'n, K.N. MinJliujoodMtNm. R Sathlsh, RX. L'i.niL'Lhik. Pr^dccp Mirra, 
Veukeiteswani Rao Anumolu. B.S Riuahia, Cr L-Tuka? 1 !, Lb.K. ^inha. YiLas Mehta. 
NlUCsTi Yx, 3harm:i, Anis SLihruwiiidy, £ M Jarih^v, Rnlaji SilnivaMin. U.D M^tk. Ms 
MndhaF.m[(a Uorn t fMwnrd IJtlho, iiuatnli Scmn. C.M.K. KeulfldyyT Hansh Kumar, 
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Praspiuh R, ^ V,isu^ivnn, Sen, Ms Aiiljil CJiop't, p. Fm'amcHWflfiiLi, V.R. 

Suhiirya {for M/s Sail n ry.i and Co 1, Ms Am up. Jvin rJi'j iv Vimart iOiibsy mid Ainmjeet 
Girsu, AdvoaaLcjil [Pl die RtSFunidmio 

Chwntifogreal Ul t oftir/ttrt t 'f tal aR pufr^'j) 

\. {ICltl) 5 SCC $23, Ret'pif't Umar, for CM l lb*rtie. r - f. Unuin of India 3 I9fr-cr 

OrtL>EE 

1. In pursuance of the directions of Lius Court for providing shelter to 
shelterless 1 people In Delhi. Mr Molian Pnmsarun, learned Additional 
Solicitor General appearing for.-N r CT ol Delhi bus submitted a status report 
Jn (be status report U it men timed that pursuant to the directions'Of this 
Court passed on 2QM-201G 1 , nn urgent meeting was called by the Chief 
Secretary, Government ofNCT of Delhi to examine (tit problem of providing 
adequate shelter lr. ihe light of the prevailing cold we&tncr conditions in the 
Capital, The significant decisions lalten in the meeting convened by the Chid 
Secretary. NCT of Delhi are as follows: 

U) Jl was decided to double the exiting number of aocommodiittons 
in Lhe night-sl’citen; thurngh the Municipal Corporation of ]>elhi from the 
existing 5000 persons to ti capacity of 10,000 persons. 

(2) In the case of Revenue Department of DeEhi Governmeni, the 
increase was by 500 persons. 

2. It is also mentioned in the status report that subsequent to the 
-diraciionS passed by this Court, the Revenue Department of DuJbi 
Government pitched in 1 more lugkt-sheltcrs taking tlie total number of 
night-shelters to 24. Prior ic that, 17 nigh l-s hellers in temporary tents wclc 
opora^ona] nt 37 places in Dei hi since December 2000. Those highl-shelccrs 
ulc at: Fountain, Mori Gate. P.jI Mi tIia; , .rjimuna Ra^ar, Kudiiisea Ghat. 
Shahdura, N^amudcli]] .Mi undewit cr, Jdgah, JVieena Bazar, Jama Ma&jid, 
Delhi Gate, Antind Pan at near Rachna Onemu (Ralimpuri ChtuvkJ, Rujinder 
Nagar, ILinmat Garh Ghowk' {AsaJ Ah Road), Kalk^jt Flyover, Qkbia 
Fiyovci, Sarita VUmr. 

3. Sevjyi new additional night-shelters pursuant to the direction of this 
Court were, located at; Rugbuvii Nagar, Sami KaLc ICblm. Alactpur Fruit 
Mandi- Kamla MiurkcJ, Mata Sundari Road, Nigumbodh Ghat and Shuhdam. 

A t In’the status repoj’l, it is abo cue aliened that identification of sites as 
well as the’ determination of capacity in cad; shelter was done in active 
consultation with the NGOs. namely. Ashrcy AdliEJcar Abhiydn and Jndo 
Global Social Service Society (iGSSSj, "lhey were closely associated in the 
entire process of site selcGion, capacity determination and day-today 
management of the Jilght-shdtirs. Necessary facilities were provided in these 
night-shelters lo the homeless. Basic amenities such as blankets, drinking 
water and mobile tmkts wore provided. 

5, Delhi J?1 Board has taken the responsibility of providing polable 
water, Slum and JJ Department, MCD has taken die responsibility 0 : 
providing mobile toilers a^tl police has ommlcd the sccuiity to the mmaies 
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of Ihesb temporary nigh [-shelters. The Directorate of Health Services has 
taken the responsibility of providing hitiJ.LCLC'i foL regular health cJteck-up of 
the inmates of .temporary night-shelters. R5E5/NDPL Jus taken Lite 3 
responsibility of providing electricti;' connections m tin 1 temporary nigh l- 
fill cl Lcl'E . The Government is also giving bst motions to ell the Revenue 1 
Deputy Commissioners edncebruid to associate themfdve 5 ! for CoofUihating 
the entire exercise with vanoos Diptuuncnts.'agi: notes so as to effectively 
in on ilor the futiclioning of these tents TJhj Revenue Hendqop.ners bears the 
ex pen tilt arc for blankets. elec-lncity gonr.ecttons, Etc p 

tf, In pursuance of the directions oJ this Cjtul, adequate publicity wm 
made in the elect] enlc medlct nrd pant media so thai be homeless people can 
get information itboijt the shellej homes 

7, In addition to be Delhi Government* Municipal Corporation of Delhi 
is providing night-shelter? in permanent buildings and the £am$ is managed 
through its" Slum end JJ Department )n coordination with die NtjOs. Before c 
the directions of tills Cornu the number of night-shelters u- permanent 
buildings w?s 27. Alter the dircc'ion*. cl this Court, Ilia ctLpacity has 
increased by 37 w.e.f, 21-]-2f)i0/ taking the total number of night-shelters to 
64. 'Hikt has resulted fin increase in (he capacity from 4165 persona to 3575 
persons. 

8* It is also mentioned in the report Umt the facilities that are being $ 
provided in the site of niglil-shcLlcrs include eitch'ieUy. water arrangements, 
toilet fsciEldcs,'sanitation arrangement, bedding arrangement in the form of 
blankets, mattfessEs and ju*e mats have been pioviclcd a ad in respect of new 
mgh<-she hers, procurement has been made by Leceipt oJ 2QQG blankets. 2000 
mattresses and IQOOjutc mat;;. 

9* The status report also indicates that for long-term perspective* the ^ 
Master Plan of Delhi, 2021 provide for one rug'iT-shclter ftjr a population of 
o&c lakh, The Delhi Development Authority has undertaken to Identify and 
. allot sites free of cost or on concessions r^es tcJ the Government of NCT of 
Delhi in view of ibis being a humanitarian work, 

10* Mr Vishnu 11. Sahr.rya, Icagied cornual 1 'ol the Delhi Development 
Authority has lilcd an affidavit 'odaf which is sworn to by Mr Ashok Kumnr, 
Commissioner* Planning, Delhi Development AuthoLity, slating that they 
have extended their support in this pmieet. The provision of mght-sheltcf? Iy 
envisaged Co eaier to the shelterless winch are proposed to be provided near 
the milwa y term 1 mil s , bus tenthn aIs , M lolesale/ 1 c tail markets. freighi 
complexes, etc, js per requirements arid \hijuld be identified keeping in view 
the major work centre*. It is also mentioned therein (her special provisions Q 
should be made for the homeless women and children including disabled and 
orphans and old people. In addition, nut I lJ-purpose use of the existing facility 
building may be allowed for night-shelter puipose. Provision should also be 
made for convening existing builds tigs, wiiu revet available* with suitable 
modifications Into Eught-sheiteis, 

11, On flic basis of 2001 census of houseless population, at laisc 25 silftii Sj 
were 10 be earmarked in Delhi for nighc-shelias. In order 10 make provision 
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(?l this facility Lhjme:al 3 y ^us tamable tur the ]ocai body, innovative concepts 
such to immured temples with comtnriciai space on the ground floe: and 
night-she Ha on The first fiuor ‘■he-uid be explored The guidelines, and 
incentive package ahoaki he oe signed by the local agency concerned in 
coUaboLailofl wiifi the Government of NCT of Delhi with a view to develop 
aclf-sn staining flight-shelters. The houseless population of the year 2001 was 
24 h 9 PS persons out of a total popuimon of 13 ? lakhs. As per development 
florjnji of MFD- 2021 . ur least 550 todOO shelterless can be accommodated on 
a 1000 so m plot Mje oc long-term basis, 'L’fieretore, on every 5 lakh of total 
population one plot lot inghl’shufier will be rcqnhcd. 

12 . tn,(he said affidavit il is alto trpSfttior.&d that tbs Ddlhl Development 
Authority-being a statutory planning body lor longterm perspective is 
duty-bonpd to plan and cater to the public needs ter providing hight-iheltei' 
and Iticnlifyiny available places lor providing mgh^siiclter for the benefit of 
ftffecfad people. ^ 


! 
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13 ► Notices were issued to all :he States for providing simitar facilities of - 
one night .Shelter for n population of one lakh in the metropolitan towns, The 
State of M.P. has filed its affidavit whereas the Slate of Tamil Nadu and 
Manipur undertake to file their. affidavits during the course Of die day. All 
other States may file th£ir affidavits within iwo weeks from loday, by serving 
in advance copy thereof upon the Union of India and the petitioner herein, 

14. We appreciate Lbe positive response both from NCT of Delhi and the 
Delhi Development AuthorUy In solving this human problem. 


15 , Learned Addifionnl Solicitor General Submits that the Government 
undertakes to provide pmpur guidelines lo monitor these shelters Arid 
these guidelines would be picpared withm a period of foui weeks from today. 
While preparing tbe nald guidelines, (he NGOs may also be consulted. 

16 , Mrs fayshree Ragluiraman, Seuretary'Cum-ComnTLSSioner of the 

PcKid. Supplies and Consumer Allans, Depaitmeht. Ckrt'crr.mtni of National 
Capital 'Ehrritoiy of Delhi has filed an affidavit in response to the demand of 
AAY lo the desiring people lias no: been issued. In this affidavit it is stated 
that food pud Supplies Department issued an order on 9-11 -2009 to the 
Director o£'SaMYa with a copy to all As sis [licit Commissioners and F 5 Q& for 
compliance, By this order* persons out of total number ol 15,000 

presently Identified homeless who are eligible K: get ibe cards, were cni filed 
to 10 litres of kerosehe od and 1 ? kg of specified food articles at below 
poverty fine (lor short 'TJPL”) ratto i.c. 10 Jtg wheat and 5 kg rice Ol vice'fi' 
versa as per their food baiut-: 

17 h I'll? cards are issued temporarily for a puuod of thi ee months and 
meant only for the pLTcnasc afrmimi and shall r.oi be used as a document of 
idmUificaison, These cadis would be issued n> K,S 50 eligible persons subject 
to biorattric idcntificatioa It is iuriher mentioned lu ihe af^lqlavit ttint ihe 
ptiiotl of validity of homeless ciiriLn idenLified by NGO h Samya has now 
l?Ceu crandrd to six moijths in place of ihree iijomhs' validity to avoid 
expenses, and int-envemeueu. Ihi: liuinokss catd svouki 1 st extended 
automatically aft;r six Lijoiitits t?y a simple pix’iccdure of obtaining the 
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bioinclric identification again of the 2iomelcrs< person nl Ihe circle office, No 
further survey, would be required 

i$, The provisions of the Control Older, 198J provide for continuous 
iasmc/rene\val jof the card. The Cabinet decision w«$ taken in Minch 2003, 
and ncoordlngly the Government of NCI of Delhi launched n new 
programme facilitating the delivery of welfare entitlements by a single 
window system under dm flame of "Smnajik Suvidha Sangnm” (for short 
“SSS”) gr Mission Convergence. The Mission Convergence or SSS is 
working through $anwjiK Suvidjin Kendras by which the facilities provided 
by rune Departincnls of tfie Government will be delivered through a single 
window scheme, Fresh ampliations for BPL ar.d A AY cords will be received, 
processed and d silvered from these kemlras. 

19, The Deputy Comm is, 1 signers oJ the nine .districts have been appointed 
ns statutory authorities and have been declared as Additional Commissioners 
(Fond and Supplies) under the Dcih: Specified Food Articles. (Regulations 
and Distributions) Order, 1981. Further, financial powers arc being given <0 
the Deputy Conimlsrioners of die nine districts, to function independently and 
Issue ration cards to all vulnerable and mori vulnerable categories. The 
.Mission Convergence database of 3.5 lakh voinc ruble households and 2,5 
lakh most vulnerable households will be used for issue of fresh BPUAAY 
ciucl* as per eligibility norms. In this regard. Mission ConvergenCe/SSS has 
made work flow chart under which the Sftmajik Suvidha Kendras will 
process the application, KG Os will c<tCry out verification. 

20, Statutory and adniinistiuliyc powers have been delegated to the 
Deputy Commissioners of the nine districts, who will carry out checks as 
deemed neccrstuy arid issue ration c.a*Us l‘lwy wiil supervise tiro lonclioning 
of tin* district kendras and ihen issue necessary orders for providing ration 
cards in thfir respective district, 

21, The Smnajik Suvidha Stuigam had taken a decision to identify all 
households of 1Delhi under two categories, one, vulnerable households, and 
second, most vulnerable households The SSS has categorised the vulnerable 
household* to include construction labour, rag-pickers, porters and liamaels, 
casual daily labour, wage labour, street vendor/hawriters, cycle rickshaw 
drivers, casual, domestic worker*, workers :n small leasehold enterprises and 
worker in households industries. The most vulnerable households include 
old people, disabled people, riftgle women, women-heeded households, 
slngie unprotected chih.icn, chi Id-headed households, people with 
debiLitatlng Illness, 

22, 'Hie SSS has already cor, due led two surveys in resettlement and rural 
pockets for identifying vulnerable households and ids most vulnerable 
households. It ha* coveted 5.29 IxJdi Jamllsc* o; which 2.05 lakh households 
arc already covered undci the PDS syitetn and are having radon cauls. 3.34- 
lukh households of the surveyed Families appear to be without ration cards. 
The survey of enure Delhi is still oil. 

23, it js staled that on the imuraction of the Government of India the 
issue ot rutipn to the poor is based tin income categories whereas the 
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vulnerability criteria of die Government of NCI of Delhi is based on pirosy 
indicator!* of poverty. The two have still to be reconciled, Meanwhile, the 
Mission Convergence fins initiated n new survey of ihe homeless with the 
v&w to get biometric (sir impressions) captured to get a firm list of homeless 

people. , . 

24 in the affidavit U is also mentioned that the NGO, SAMYa had 
conducted survey and identified 13.000 homeless beneficiaries of which 
1^,S5D have been approved lor giving of ''homeless cards”. Diese curds ore 
being pumared wnewist acid a list is displayed at the Office of the Assistam 
Commissioner^eirde office [br^distribullon of the special homeless cards Ui 
the beneficiaries after obtaining their biometric impressions. The NGO r 
Sakya has eils-o t>cen informed to facilitate delivery of these .cards to the 
be nolle juries and enable them to fifi the specified fooa articles (SFA) ml 
Jcorosene'Oil allocated Irom the [inked lusr price shop (FPSyitcrosene dl 
depot (KQD). 

25, Mr Gonsalves. learned euunsd lor the petitioner submitted that Ihe 
Stale Government has died to deal with the problems of the poor homeless in 
right earnest, but the Government ought to have Issued AA\ Cards m which 
the quantity of food entitlement is larger and is given at a lower rate, 

26. Mr Parasaran, learned Additional Suliciioi Gonial appearing for the 
KCT bf Delhi wilt late instructions. 

27 The Commissioner, Slui N.C, Saxer.u and Special Commissioner Ol 
the Supreme tort. Shi* Harsh blander has submitted a rejart. The learned 
Additional Solicitor Central may take instructions and file reply, if an,, 
within two weeks Irom today. 

28 . \lr. Gonsalves, leantsd cminscl for the petitioner has also brought to 

our notice that ihe Govern mem of Delhi has imitated a prolamine o 
community kitchens (Aiipki frisoi) which ^rves a nutritious balanced meal 
for the horned people at about 13 cUs:,ibiirioa centres uctw til i uty 
According to Mr Consf.bes. it is >'■ lauJabie si-jiisativc but U caters to the need 
of unlv five per cent of 111? homeless. ’ . , , 

29. Mr ParusararL, leaned Additional ^oltcimr Genera! ^btiuts that he 
would late instructions and file an additional affidavit to imsetlect. 

■M). Mr Oonialves, learned cminsci for the petitioner also pointed out the 
problem of slicit children. Accord, ey Is lun:, street children stiffd lioro 
nuuiy denims end i-ulmm Unities. These hicindi, dcpi-ivitfion Of 

s™ U*™*. w ^ 10 r “ ch 

occupations Oil sheets like rug-pule eg. and sen wo.l . 

poor scnlmy uondilimifl. Tlrev Use inadequee iiutiiiinn iraii ‘ S 1 -S 
neemding to him the nantbet ol sack clfklich in Dcrh, alone is oset SO.CJO. 
l-li submitted that the l>ih: 


flovei ml lent luts an 


h 


l-l^ submitted ti^at me iw.je 1 — excellent sdiecu U|. 

rt-ovididB Inem shchcib ar.d LOtuVbi hint ion centres but that coyer a ve^sma 
ncrentaee'of these child; sji. Thdc is an urgent need lor providing residential 
hoiiies fer 'street ciitklten, Vnpoelnllv '■vSiliout «ny adult protection 
thru thek food, health and educatmu can be lakcn cate ok. 


* 









LaK'L —„„. v _—■ .:• • 




see Qhlln- Wl> ^dltuK CC^yrlgh 1 : 0 20^7 
PBg? 7 S<JPd*y, Af ri 23. 201 7 
Prlnletf For: to Atok rtps&nnp KyrOar 
SCO Colin* TIdlt!Q?i: 'ihp.tfwww.scscniina Mr*. 

TfgeP«nt T * source: Su^raHiR Conn Cssu 


^53 


32 A .• .’ sufuf.ml court canes (2010) 5 $OC 

i 

31. Mi Gonsalves has submitted innt the Delhi Government has already 
begun implementing a pi-or proiecr. (our rc$.L<,ur.tial schools in Ddbi and This 
project htjs been successfully implemented lor the lust three years. According 
to hint, the requirement is about 300 such residential schools In Delhi. The 
similar problem exists r.il over an cl according to him, there should be one 
Hgh quality residential school on the lines of Kesiurba Garidhi Vidyalayas 
for every 50,300 of urban population. 

32. Mr Parasarar. tvttl Udce tat roclions and Hie an alhdavit within two 
weeks from today. Cilice other Struck have yet ib Hie affidavits, we also direct 
them to file. olTidfivits within two jvntbs regarding the problems of street 
children in their respective Stales. 

33. Place the matter on 16-3-20JO, 

Court Masters 


(2010) 5 Sirpramc Court Cases 324 
(BFf^RrHp sSATIlASrVAMAN’P fc M- LOTJKA, J.f.) 

STAID OF HI ARKH AN D AN b O' PKE IlS . AppelJ a r.ts? 

Versus 

U LS1UL ALL JAIN AND SONS AND ANOIrSER .. Respondents 

Civil,Appeals Nps. 3226-71 cf 20IQ' with Nos. 3272 of 2010*. 

3274-75 of 20(0f r , 3273 of 2050 1 * and 3276-77 of 20J 0*', 
decided on AptiI 13,2010 

Mhu» and Minerals — Minina lease — Demand for enhanced surface 
rem — Validity of Resolution <k, 17-6-2005 issued hy State Government — 
Executive or /legislative order — High Court hy impugned Judynicpl 
quashing said-resolution examining its validity partly on assumption Suit it 
was i&ucci by §tiite Legislature — However, Resolution dt, 17-6^2005 was an 
executive order Moreover, aspects germane for considertitlou of 
controversy overlooked by the High Court, while certain irrelevant aspects 
Inkeh Into edrtsideration — Hence, matter remitted to High Court for 
reconsideration — Mines and Mineral* (Development mid Regulation) Act, 
1957 Ss, 2, 3, 4, 6> 13. 15 and H — Mineral Concession Rules* 19-60 ~- 
Rr, 27{l)(d} and 31 — Jharkhand Minor Mineral Concession Rules, 2004-v- 
R. 2?(l)fd)~ Administrative Law — Atliniiiislralivc or Executive function 
—i Administrative orrient/drclsltms/l-lkCCOtive instructions/order* — What 
m-c (Faros 3,4,6 and 16 to 19) 

Appeals allnu/dl » P-D/4J90CVC 

t Ai j*inj- <?u gf Sf.Ps (Q No*. 214*9-534 of 2^7 I-iiim ltic anil Oi\1crdsit«i 7-5-2037 

oJ ;h< [tujli Con it of JhiirWviod a. Ranchi 1.1 W|>* (C) N-u 22!>l of SOW wilh Nd-i 596, 023, 
1 j<39 I3-38-, 2495, UD, 12S3, m of 2906, WP f$)-No 2227 ot'2(X», W?s (Q Nos, 2199, 
1750, 1021, 1C12, 1-139, 1797, J87T, 1SS4. 1958, 207$, I5tb. 1720, 2342, 23.N, 2359, 2361, 
8£) £}*, 2052 2007.2266, L-W of 2'J06 5831 o' 2805. .1 l«t. 2057, 4223,1297, J267, 3905, 
J0J4.45&1, 5655,4169,2217Of2006,362ot2(X/7 and Wl*(T)Hu 14Q3of2hWi 
H Ansmg ovl ofSLP (C) No. 71W of 2TOft 
ft Amlog cut of SLFs (C> Nos 72CO01 cJ 2008 
4J Arising oat of 51_P (C/No 72il2of2tl0h 
it 4 tihji£ ouu>f ^hfa (Cl) Nos. 7203-1)4 ot 2CC8 


!<yiAJL 




O RDER 

# 

i ♦ The petitioner has approached this Court for a 

commendable cause. The prayer nade in the v/cit petition i'&, that 

* 

there should be a definite mobile phone subscriber verification 
scheme, to ensure' 108^ verification of the subscriber. It xs the 

k « 

prayer of the petitioner, that the identity of each subscriber, as 
also, his/her address should be verified, so that no fake or 
unverified phone subscriber, can misuse a mobile phone. It was the 


contention of the learned counsel for the petitioner, that the 

* 

instant prayer is imperative, as mdbxle phones are, used not only 

v 

for domestic Criminal activity, but also, for knov/h terrorist 
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"53 „ That liovsvar, the department has liuntjlied 
‘ A adhaar b a s gd E ” KTfC for i s ou i n.g mob i 1 e 
connections ■ on 16 th August, 2015 wherein the 

customer as well as ■ Eoint of Sal* t^oS) Agent of 
the TSP will be, : authenticated from Uhigue 
I dent i £ i c at i on Au th or i ty of Indi a (UID AT) has ad o n 
their biometrics and their demographic data 
received from UIDAI is stored, in the database of 
Tsp along with time stamps. Copy of letter 
No.800-29/20lO“VAS dated 16,06.2015 is 'annexed 
herewith and marked as AnnexUre h-1/10. 

23. As on 31.01.2017, lil. 31 Croras aadhaar card 

has bean issued which ' represent 37.d&% o£ 

populations. Hbwovor, still there are substantial 

number of persons who do not have aadhaar card 

because they liay not be in t ere & ted in having 

Aadhaar being 75 years or more of age or not 

availing ahy benefit of pension gr Direct Benefit 

Transfer (DBT). . Currently Aadhaar card or 

biometric authentication is nbt mandatory for 

obtaining a new telephone connection. As a point 

of information, it is submitted that those who 

hive Aadhaar card/number normally u£a the same for 

obtaining a new telephone connection using E-KYC 

process as mobile connection can be procured 

within few minutes in comparison to l-£ days being 

taken in norrta.1 course. 

, 

24. That in this process, there will be almost 
^NlL 1 chances of delivery of SIM to wrong person 
ahd the traceability of 1 Customer shall greatly 
improve. Further, since no separate document for 
Proof gf Address or Proof of Identity will be 
taken in this process, there will bo ho chances of 
forgery of documents," 


3 „ The learned Attorney General, in' his endeavour to 

demonstrate the effectiveness of the procedure, which ha£ been put 

in place, has invited our attentibn.to the application fbrm, which 

will be retired to be filled up r by new mobile subscribers, using 

e-KYC process, It was the submission of the learned Attorney 

* 

General, that the procedure now being adopted, will be sufficient 
to alleviate the fairs, projected in the writ petition. 
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^ • Insdfar as the existing subscribers are concerned, it was 

■ 

aubfoitted on behalf of the Uhion of India r that mere than 90% of 

the subscribers are using pro-paid connections. It was ptintad 

out, that aach pre~paid Connection holder, ha .3 to per jforoe renew 

his connection periodically, by rn&kinc a deposit for further user* 

It was submitted, that these 90% existing subscribers f can also be 

1 

ver ^ J -*'^ ky putting in place a mechanism, sitnilar to the one 

adopted for new subscribers. Learned Attorney General States, that 

an effective programme for the sane, would be devised at the 

* 

earliest, and the process of identity verification will be 
completed within one year, as f^r as passible. 

5. In view of! the factual position brought to our notice 

• i 

during the cburso of hearing, we are satisfied, that the prayers 
made in the writ petition have been substantially dealt with, and 
an effective process has • been evolved to ensure identity 
verification, as well os, the addresses of all mobile phone 
subscribers fox' new subscribers. In the near future, and more 

particularly, within one year from today, a similar verification 
vxll be completed, in the case of existing Subscribers. Vftiile 

complimenting the petitioner for filing the instant petition, we 

* 

dispose of the -jsaAe with the hope and expectation, that the 

* 

undertaking given : to this Court, will be taken seriously, a hd will 
bo given effect to, as soon as possible. 







) ; 

-4-"^ 

6. The InatAnt petition is di^pft&ed 6ff, in the abbve terns. 


(JAGOlSli SINGH KHEHA.R) 


CJI , 


(tt.V.RftMftNA) 


J. 


NBff DELHI; 
EtftRUARY 6, 2011. 
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ITEM NO.9 COURT NO.i SECTION PIL(W) 

1 SUPREME C O'U 3 T OF INDIA 
RECORD OF PROCEEDINGS 

i? n C sli-gi vil } s 1 ■ 5 .0.7/ 3 ft l.g 

LOKNITI FOUNDATION ' Petitioner(s) 


VERSUS 

UNION OF INDIA AND ANR. ’ * Respondent(s) 

Date i 06/02/201'? Thxs petition was called on i L or hearing today. 

CORAM : ’ , 

HON'BLE THE CHIEF JUSTICE 
HOM'BLE MR. JUSTICE K.V. RAMANA 

Dr.Ashok Dhaftiija, Adv. 

Dr. Kailash Chand, AOR 

Mr.Mukul Rdhtatfi, AO 
Mr.A N.S.Nadkarni, ASG 
Mr.Vijay P.lrakash, Adv. 

Ms,Sadhna Sandhu; Adv. 

Mr.Jai Dsliadrai, Adv. 

Mr.Santosh Salvador® R#bello^ Adv, 

Ms.Sneha S.Prabhu ?endulfc.ar, Adv, 

Mr.A-it Yadav , Adv. 

Mr.G-S.Makker, Adv. • 

Mr.San 3 $.*/ Kapur, Adv, 

Mr.Atur.ol Chandan, Adv. 

Ms.Priyaftka Das, Adv. 

Ms.Skubhi-a Kapur, Adv. 

Upon hearing the counsel the Court made the following 

ORDER 

The mstant petition Is disposed of, in terns of the 

1 1 

signed Order. 


For Petitionerfs) 


For Respondent(s) 


Fcr TRAI 


(SATISH KUMAR YADAV} 

AR-CUM-PS 

(Signed order is placed on 


(RENUKA SADANA) 
ASSISTANT REGISTRAR 
the file} 


i 

: 
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PRESS INFORMATION BUREAU 

GOVERNMENT OF INDIA 
******* 


u ' AmN efoge-p-Jaz: 

qs<f 


RELEVANT PORTIONS OF THE SECOND REPORt OF THE SPECIAL 
INVESTIGATION TEAM (SIT) ON BLACK MONEY RELEASED; ON THE 
DIRECTIONS OF SIT, CBDT DIRECTS VARIOUS ASSESSING OFFICERS 
TO FINALIZE THE ASSESSMENTS FOR ALL ACTIONABLE CASES (427), 
WHOSE NAMES ARE APPEARING IN THE HSBC LIST RECEIVED BY 
THE DEPARTMENT 


i New Delhi, December 12, 2014 

' Agrahayana 21,1936 

Placed below are the relevant portions of the Second Repoll of the Special 
Investigation Team (SIT) on Black Money which was recently submitted by the SIT to 
the Hon'ble Supreme Court; 

L InYesponse to the directions Issued by the SIT, CBDT has directed various 
Assessing Officers to finalize the assessments for all actionable cases (427), 

whose names are appearing in the HSBC list received by the Department, 

< * 

-As per the Informatlon received from France, there arajn 
all 626 personalities (except in 2 oases where the same names have 
appeared twice). Out of these 628 parsons/entities, amounts/balance^are 
shown against 339 persons and no amounts/ balances are shown against £89 
persoris/entlties, In respect of the latter category also, further investigations 
and assessments are being taken to logical end, ■ - 

Out of, the .said 626 persons, 201 are either 
.non-residents or non-trace able, leaving "427- 1 persons' 'Cases as actional 
cases, *' ' 


The amount involved in these cases as per details 
available In the information received, Es.hbout Rs,-4,479 crores approximately 
($ converted @ Rs.45). Out of these, Department has finalized assessment 
of 79 assessees (involving more than 300 assessments). An arrhouftjtpf 
-Rs*2,926crores has been brought to tax towards the'undisclosed balances^ 
the-accounts relating to these parsons. Fof the said 1 amount, these assessees 
have been levied tax. and interest at ,the .appropriate rates. Penalty 
proceedings under Section 27t <1)(c) oMhe Ihbofrie Tax Act, 1961 (1,7. Act) 
have been Initiated in 46 cas£$. Such penalties hpve been levied in 3 cases 

so fan vyith regard to the other assessed; proceedings'are pending. 

' . 

Further, prosecutions, have; been initiated In 6 
cases u/s,276C (1) Of the Income Tax (IX) Act'for willful attempt'to evade 
taxes and In 5 cases, proceedings have been initiated u Is. 27GD of the I.T. 
Act on account of willful failure to furnish Information in response to the 
notices issued by the Income Tax Department,'" -. ■ 

Show Cause Notices for filing, prosecution have been 
Issued in 10 more cases and'further action would' be taksn at the earliest. 


i 



V 


^60 


ln'oiher cases, ‘necessary action is being 
expedited and substantial progress is expected in co.ming months, 

II Apart HSBC list, further actions taken by^varlous agencies on the basis 
of directions given by S1T> ; l ^ 

j ■ ' L ,■ « ' 

Directorate, of Revenue Intelligence;— , 

. _ r . ■ , ". ■ ‘ ‘ i 

a) Details have been furnished in respect of 31 cases of iron ore export cases. 

In 11 cases, ^concerned parties have admitted the undervaluation and 
beford, issuance of show cause notices, .paid Rs,1 : 16.73 crores. Further 

action would be taken, in accordance with law, . ■■ 

jn 10'cases! show ,cause^notices have.been 
issued. Preparation of show cause notice fs in progress .after completion o. 

investigation in other cases. 

bj'ln respect of otner categories cf trades, investigation-ip pfodngi in 33 baaes J n 
’ some cases, references have been made to Financial trteliigence Unk 
(F1U-IND), ED and CBDT. According to the agency* the total amount 

Involved could be Rs, 14957,95 crorss. ■ 

, ' r . i 

2. Directorate of Enforcement:— ■ , ; 


a) 


W 


e) 


d) 


e) 


fl 


9) 


From the details furnished by Directorate pf Enforcement in retatlori to 

mining oases, on the basis, of previous. illegal mining of-iron 

relating to Orissa, Goa and-Karnataka, action has been taken, in one case 

of Orissa accused persons were taken into, custody by the Enforcement 

Directorate 3 and properties worth, more'than Re. 

already been identified and are under process .of a «achment 

Regarding ether cases, the efforts are, on to get the data from the Director 

ofintelilgence'Bureau and State Government. 

in respect of Karnataka, 3 attachment orders, have be ® n P ass ®^ 
attaching deposits in bank worth RiMM crores, properties (Rs.37 
-efOres) "and shares (Rs.9M.13 crores) and ,tne orders .have been 

confirmed by the adjudicating authority. ■ 1 ' , 

Further efforts have been made to ascertain whether .any other P coce ® b ® 
of crime exist so that they can be provisionally attached, in respect of Goa 
and Jharkhand, the preliminary scrutiny and Inveatlgation Is 
it has been pointed out that because of stay order, passed by the Hon hie 
Koikata High Court, the Directorate is facing difficulty in takihg coercive 

actionln-Ponzi/chitfundschemeCases. . - ,n , 

In respect of certain other cases, prosecutioh complaints have . b ®en tiie , 

in cess of one group case In Jharkhand, provisional attachment 
orders attaching properties worth Rs. 452,43 crores were passed and 
adjudicating authority has confirmed attachment of properties worth 

5 Lettere^Rogatohes (LRs) have been issued by. the. P ML A Court R ep ties 
to 4 LRs are pending wt|ile 1 LR has been returned and effort Is being 

made to issue fresh LR. ' . . t 

In ■ another mining case in Karnataka, provisional attachment for 

R&.884.13 crores have been Issued .^nd confirmed by tn 

adjudicating authority. Appeals are pending. 




I 
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h " s h 

.. ' °l&t 

h) in respect of another group oases of Andhra, Pradesh, provisional 
attachment orders for Rs. 1093.10 crores ha vs boon confirmed by the 
adjudicating authority. It is directed that necessary _steps be taken 
immediately for realization of the amounts involved. 


In respect of most of the above jnoted cases, the GBDT-has reported about tne 
actions taken by the assessing officers. 


SUGGESTIONS AND RECOMMENDATIONS FOR TAKING ACTION TO 
CONTROL BLACK MONEY ■ 

1. Suggestion .made by Financial Action Task Force (FATF) on TBML in its 
report; as quoted above, that Data Analysis Research for Trade 
Transparency System adopted by USA requires to be’adopted and'accepted, 
as it would control oveiVunder invoicing to some extent There should be 
institutional mechanism through a dedicated set up which examines mismatch 
between export/import data with corresponding import/export data of other 
countries on at least a quarterly, if not a monthly basis. 

' i i 

r 

2. It is established since years that over invoicing-or under invoicing is known 
method'for stashing black money outside the county. Main question Is how to 
control this malady. If 1 there Is proper vigilance eo a large 'extent by the 
Customs Department, mts-fnvoicing can be controlled because, now-a-days, 
price of various goods/machineries Is known In the' international markets. For 
this, data is also published and is available -on computer at any point of time, 
HencSr,i it was suggested that In a Bill of Export/Shipping Bills, an entry should 
be included, namely, what is the international market price of the 
goods/fhachlnerles which were sought to be exported. The said suggestion is 
under consideration and Is likely to be Implemented within .short time. 

■ ■. 

3. Further it is of utmost necessity to curb the creation of fake/bogus bills, One 
important step which can be taken to curb this menace is to make declaring of 
PAM number mandatory for af] sales, where payments in Cash or through 
bank, above a value of Rs. One lakh. The purchaser' would also be under 
obligation to ensure that,the invoices he gets have the PAN number of the 
seller. 


Further, considering the'fact that'at'present, purchase of sale Of 
■goods/services by cash Is rampant, which undoubtedly ■ u til tea s/ge ns rates 
unaccounted money In the society.' For.this purpose, a suitable rule is 
. required to be brought under LT. Rule 11'4 B made under Section 139 A (5) of 
the IT Act, By^such amendment, purchaser'ta mqairddto diacipse hfs identity 
either by PAN number or UID/{Aadhar card) or any other centrally re cognized 
docum&ntfl'of identity, 

, h , 

Transactions relating tq 'purchase' and 'sale! of- goods, provision of 
services of any nature’Whefe tha.payment/corisfderatien Is Rs. One lakh or 
above, either by.cash or cheque, may be covered Under this rule. 

ri r 

■4. It.is suggested that tor regulating the possession anddransportatfon of cash, 
particularly putting a limitation on cash holdings for .private use and including 




1 


■i 


t 
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provisions for confiscation of cash held beyond prescribed limits, provision in 
the Act should be made, It is to be stated that a number of European 
countries bar any cash transaction above a particular limit, This can be done 
in fndia too. Again, while implementing the suggestion's, to ensure that small 
transactions, which make a bulk of common man’s dfeiily,transactions, are not 
affected and sfor that, a threshold limit could" be kept' 

' 

Further, for holding of cash/currency notes also, there should be a limit, 
by prescribing a reasonable threshold, may be RsJO'iacs or Rs.15 lacs. This 
would control holding of unaccounted money to a farge extent. This would 
also control transfer of unaccounted cash from one 'destination to other, which 
at present Is rampant, m'ay be by.Angadias or by otter means. 

5. The aforesaid suggestion fs also in conformity with-the observations in the 

■ ■ case of Rajendran ChingaraveJu vs. Uol, in CA f^o.7014 of 2009; ORDER 

DATED November 24, 2009 (320 fTR 1)) by ffie.'-Hdntole Supreme Court, 
Therein, It had been Observed that “The nation is' feeing terrorist threats, 
Transportation of large sums of money, is assodated filth distribution of funds 
for terrorist activities , illegal'pay offs, etc. There is also rampant circulation of 
unaccounted black money destroying the economy dfthe country ” 

1 . 1 j " 

,i ■ ' J 

This is known to aH concerned and, therefore, suggestion made above, 1 
be implemented* ■ ' ; ■ 

6. j Financial Action Task Force (FATF} on Mcnay laundering recommends "tax 

’crimes'" to be made b predicate offence so that action can be taken under 
Prevention of Money Laundering Act, 2002, There are more than 25 countries 
In the : wodd which have made Jl iax crimes" as a predicate offence. The 
Government needs to seriously examine the issue and ’take steps to make 
“tax chimes’ as a predicate offence. To prevent any, hardship to salaried or 
smalf tax payer, a high threshold of say, more than'Rs.SO lakh of tax evasion 

. could be. considered as.being a predicate offence, . 

' r , , 

7. Foreign Exchange Management Act, 1999 (FEMA) provides for confiscation 
of any property held abroad, if found to.be held In. violation of Section^ of the 
Act, For various reasons; it is.difficult to proceed against property held abroad. 
To strengthen the provisions, S, 13 and S, 37 need to be'amended to provide 
for seizure and confiscation of property of equivalent value within the country, 
if li is held that property held abroad is in violation of Section 4 of FEMA, 

B t Fill is uniquely positioned as the national center for receiving, analyzing and 
disseminating information related to suspected cases of money laundering. Its 
unique architecture connects ft to the entire financial sector on one hand to 
law enforcement authorities and on the other through an electronic network 
that makes it possible for information to flow freely In a secure environment. 
Further, FIU Is also connected to the other Fills Of the world through the 
Egmont Secure Web which makes it possible to access information In foreign 
jurisdictions. This unique architecture can be .harnessed to exchange 
actionable intelligence on proceeds of crime. Some recommended measures 
are as follows;- ' r ’ , 

L 

a* FIU should be given access to law enforcement information (i.e. 
h information about perpetrators of crime) that can be shared with the 
reporting entities to locate proceeds of crime' laundered In the financial 


i . . . ' 

system. This will ba in line with the FATF standards which require that 
"FIU should have access to widest possible range of financial, 
a dmlnlstra tive and law en forcemen {Information, ” * 

J * , r 

b» The latest amendments to the PML Rules (2013) have introduced a 
new report to be furnished to FIU every month Le< Cross Border Wire 
Transfer Report in respect of all transactions of more then Rs, Five 
lakh whose origin or destination is in India. As FIU builds this database 
over a period of time, the Information could be used, in conjunction with 
information available with other relevant agencies, to analyze 
.Suspected cases of cross border illicit financial flows, which have been 
Identified by the OECD and other global bodies as p major area of 
concern, especially as they relate to significant transfer of funds from 
►developing countries. 

- ( i 

' ► 

c. FlU's Internationa! network (Egmont Group) should be fully harnessed 

• to exchange information/intelligence on proceeds of crime transferred 

abroad. However, for this to be successful, utmost importance should 
be given to following protocol for international exchange of information 
so that It Is done In a sustainable and credible manner. 

d. The law enforcement authorities, through the Fill; invest in Improving 
reporting entitles capacity to identify and report suspicious 
transactions. Substantial proceeds of crime imfiy be laundered In the 
domestic financial system but the reporting entities may be constrained 
by lack of access to information on perpetrators of crime. Facilitating 

■ access to such information, through ( FIU, ■ and sharing ' red flag 
indicators for suspected proceeds.of crime-would lead to better quality, 

' actionable intelllgence/lhfcrmation from the reporting entitles. 


e. Post investigation, feedback should be’shared- Jointly with FIU and 
reporting entities in order to develop better understanding of money 
. laundering trends and typologies, which irvturn will improve capacity to 
Identify and report suspicious transactions/There .should be a more 
dynamic interaction among between’the 'stakeholders, i.e., reporting 
entities, FIU and the law enforcement authorities, which are part of the 
same value chain. ' • * * 1 ’ 

■ • 1 • 

• i • • 

* • r I 

k _ * « J ' 

D. Malady of present enforcement system may be organic'problem which 
leads to increase in corruption and that corruption money is always 
unaccounted. On occasions, officers,fear to take appropriate action for 
various reasons. These ean-be controlled-only by appropriate directions by ,' 
the concerned Ministry that In.a case where a person Is involved in offence 
relating to taxatlc.n'or money laundering,-evasion' of duty and levies, than 
in .such cases, .higher '.officers . should not intervene in 'midst of 
investigations. _ 

. * 

10. It appears that for one or other res so ns,-.‘Enforcement Directorate 
attaches the property of a defaulting assesses, then income tax 
department is not in position to recover the -income tax dues, as it is 


i • 


» 

i 




. ' ^6q 

conter/dea that the property Is attached by r .ED.' j Thls appears to be 
unreasonable. Income tax dues are also amount'payable to the Central 
Government and this problem can oe 'sorted ouf "easily by’mentioning in 
the attachment order passed by the E:D, that it wgufd be open for the 
Income Tax Department to recover its dues in respect of the attached 
property. S There can not' be any .conflict of ■ interest between two 
Departments of Central Government, 'For this, even statutory rule can 
be made^ if required. 

■ i , l 

i r ■: 

h 11 I 1 

11. It appears that, In number of cases, income tax dues or other 
duty recoveries are stayed without referring to the law laid down by 
■ theiHon’ble Court; nameiy. SHigurl Municipality Vs^ Amulandu Das, AIR 
19B4 SC 653, SomarEyas Trading,Co. Pvt. Ltd.'.Vs.. S, Samuel AIR 1985 
SC 61, Asstt, Collector Vs. Dunlop India Ltd!;, (1 r 935)' 19'ELT 22 and 
Benara Vaives Ltd. Vs. Commissioner Central' Excise; (2006) (204 ELT) 
513. It is. also noticed that in many cases,. at the Show cause 
notice stage, stay ordets are passed staying further proceedings 
: which delay the entire process. Hence, It fs submitted that the aforesaid 
ratio of the Judgments riiay.be reiterated. ■ 

i ■ 

12* At present, for entering .into financlaf/business transactions; persons 

ha'vfe option to quota their PAN''or UID'br Passport number or driving, 

license or any other. proof of identity. ''However, there fs ino 

toechanfem/system at present to connect the L data available with each of 

these independent proofs of ID. It is suggested, that,these data bases be 

interconnected. This would assist in' identifying 'multiple transactions by 

one person with different IDs, A centra] ■ KYC\Registry should toe 

established with all '.lav/ enforcement agencies,, Registrar of Companies 

. a nd' flpanel irt$t itu tto ns havi n g accea $ iq r its, d ata b a se. ■ 

; f 

13. As suggested in first report, at least SAddltlonal Chief Judicial 
Magistrates Courts In Mumbai are required to be established for 
deciding approx. 5000 pending IT prosecution cases, it appears that 
without direction by the H&n'ble Court, It would be difficult,to establish 5 
Courts as suggested. For the establishment' of 5 courts, Central 
Government shall bear the'entire cost, h 

Finally, we submit that appropriate directions may be Issued to the Central 
Government for implementation of suggestions/recommendations made above so 
that substantive result could be achieved in curbing the'menace of biack money and 
stashing thereof in foreign tax havers. 

MR. JUSTICE M. B. SHAH (RETD.) 

CHAIRMAN 

DR. JUSTICE ARIJIT PASAYAT (RETD.) 

VICE-CHAIRMAN 
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PRESS INFORMATION BUREAU 
GOVERNMENT OF INDIA’ 
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RECOMMENDATIONS OF SIT ON BLACK MONEY AS CONTAINED IN THE 

THIRD SIT REPORT • 

. New Delhi. July 24. 201S 
, Shravana2 p 1937 

i i 1 

% 

Misuse of exemption on Long Term Capital gains tax for money laundering 
{Reference p, 82-84 of the Third SIT Report) : 


• This issue was deliberated b 
January, 14 th March, 08 lh April ajd 
the observations of the Co 
tackle Black Money in Inc} 
which read as follows > 

"3.22 Investments are m 
gains. In this market, 
traded regularly. With tK 
with purchase of such sol 
view to receiving mo he; 
subjected to a 'nil 1 or nomi 
that he can launder such sal 


, r 

. has race 

companies, from the 
black money through 



[Udjlng a series .of meetings held on 7 h 
* .regard, it is pertinent to mention 

, &man, CBDT on 'Measures to 
'blS^Samltted .Its report in 2012 and 


with a view‘to capturing 
several scrips ere not 
ers arrange for prices) 
exorbitant prices, with a 
the. long term gain is 
igjgfct manipulative taxpayer is 

, *#ofnotaxV’ . 

, ' 

identities, including Individuals and 



and laundering of 
^MOrmrHrtT^WdflTnittirto# price of a scrip 
rose from Rs.-10.20 to Rs. 489 in 150 trading days - a' rise of 4694%Jhe SIT 
obtained the background details of these cases and studied'them: A typical pattern is 

observed to be followed In such cases. r ' 

• • % • k » 

• • ■ .• 

i \ • • 

A company with .very poor financial fundamerfts in terms of past Income or turnover 
is able to raise huge capital' by allotment of Preferential allotment of shares Is made 
to various entities. .. 

There Is a sharp, rise In price of scrip once the preferential allotment Is done. This'is 
normally achieved through circular .trading of shares 1 ' among a select group of 
companies. These groups of companies often have common'promoters/directors.. 
ThB scrips with thus.artificially Inflated price are offloaded'through*companies whose 
funding Is provided by the same set 'of.people who want tb, convert black money into 
white, 

' ' ■ • 

• i / 

There Is an urgent heed for having an effective preventive and punitive action• 
Is such matters to prevent recurrence of such Instances* ’ . • 

* • 4 ? * 


I 


I 


1 




Ws recommencj the following measures in .this regard:. 

!■ p 


ri S Toftta c k° fl fl rf f .'l= an f e r e ^'' B m ^ni 3 m to study such unusual 

.rise of stock prices of Companies white, such‘a r\&§ Is taking a lace. We 

fteasfcv a? h 3 ’ f 1EB, . ha | f ? twr> 9 IT infrastructure which can generate red 

iSntta? wWrh'etStTt' W rs ? ffa9S °° uld be'WIt.'upon trading volumes, 

tSon b ( e ^!l dln9 volun,e - fln * r,d ? 1 ■‘Wkgrouiid of firms. 

toratigti ttisir annual returns and any other Indicators SEBI may develop We 

ofsuoh M hK™.*™ et h* S^l'a.'slgnificant number 

ot such i[istances can ba checked in time. 1 " 

Once such instances are detected. SEBI should' Invariably. share this 
information with C3DT and P\\J, ' ; ,■ y , 

Barring' such entftlas from securities market would not b'e of strong deterrence 

tofc nn f 'i ' ,s ,,f s1ablls!,ed . ,ha > «ock platforms have been misused for 

taking L.TCG benefits, prosecution should-Invariably be launched under 

?IcurluL SBCt H^ S !? f SE o Ait ' EBCti0n f^A'-read- with section 24 of the 
Securities and Exchange Bc a^to feAtt 1932are predicate offences. 

Pmvcnthn Id 10 lake action !Jncier 

Preventjon of Money offences.. . 


Misuse of Partlclpatoi 
Third SIT Report) 

r ' The Report of th« 
tackle Black iMoney In Ir 


"3,43 A fetlcipatoiy N. 
jurisdictions, by a Foreig 
associates, against undertyj' 
Investors since they 
market without und. 
Investing in the fndf, 
purview of Securities' 

many apprehensions 

* _ . 


^Reference p. 79-61 of 

jcEilDT ob "Measures to 
3s'§FVed asfollows: 


aiir 


sse 


;xcr 


Sment. Issued In foreign 
Jb-acccunts or ohe of Its 
are popular among foreign 
rJ . turns on investment In the Indian 
jjSnd time Implications, of directly 
outside the direct 

lange Hoaraornala™Etfl7suruSTf lance thereby raising 
i n , - '■ : - --- about beneficial ownership-, end the. nature of funds 

invested In these Instruments. Concerns have been raised that some 6f the monsy 

, marKat vla pNs C0lJld b ® the unaccounted wealtlr camouflaged under 
ihe guise of R1 Investment. SEBI has been taking measures to ensure that PN$ are 
not used as conduits for black money or terrorist funding. As^per SEBI regulations, 
PNs can be issued to oniy those entities that are regulated by an appropriate 
regulator In the Countries of their Incorporation and are subject to compliance of 
Knew Your Client" norms. Fils are also required to declare that these PNs have not 
been issued to Indian residents or nonresident Indians, Entities issuing PNs are 
required to submit to SEBI a monthly report which includes details of subscribers and 
de ails of securities underlying PNs. Though, the information soughtfrom Fils issuinq 
PNs are berng submitted regularly, the reporting requirements mandated by SEBI 
presently do not capture details of ultimate beneficial owners'of these Instruments.' 1 

h 

. AS per $EBl{Foreign Portfolio Investor) Regulations, ' 2014 , Foreign Portfolio 
investors (FPls) &an Issue ODfs to only those entitle^ that' are regulated by an 


* 



„ ^ 6'F" 


aoDroorlate foreign regulatory authority subject to compliance with ' K ™?w 
Client norms. SEBIJvide Its circular dated November 24 2014 has ^ r ( S?i 
Of criteria for the subscribers of P notes or Offshore Derivative Instruments (GDIs), 

' SEBI has informed that the outstanding value. ® f 7 ° ff = h “ re r °® ri 
Instruments fOOlsl at the end of February 2015 stood at Rs. 2.715 laKh chores. SEBI 
has further Informed that the top five locations of end Banafidaii owner 
Cavman Islands, USA, UK, Maurttus and Bermuda contributes| to 31.31 A, 14.20 A 
13.49 % ,.9:9 \ % and 9.10 % respectively of total ODIs outstanding. 

It is clear' from above than e major chunk of outstanding ODIs Rested in 
India are from Cayman Islands l.e, 31,31 %■ This translates to W 3JW 
Tror-as The Cavman Islands had a population of 54,397 In 2010 according ;o 
WWpadia l dees not seem eonoeivable that a jurisdiction with a population of less 
than 55,000 could invest Rs. 35 h 000 croresin one country. i 

The main point of the above elaboration Is just.tbat.it does not appear 
possible for the final beneficial owne^jBEIfeartglTialina from.Cayman isjands to be 
from'fhal jurisdiction. 

The following recommends 



ownership" ofP notes Is 
' :1 needs to examine the 
itions where trie ,L flriai 


• It Is clear that 

of crucial impt 
issue raised 

' jijTIpiJ-in no.dase shoujd t^ 

I^. -WaSa* on the real 

not end with name 

♦ .p note's are transferable in nature. This.m.akes t f ael ™,' h ® ns ran be 
owner" of P notes even more difficult since layering <rf :' r * ns f*? n ® “SJ?*. 
made eo complex'so as.to'make it impossible to track the rue beneficial 
oWner" SEBI needs to examine If this provision of allowing .ranstarring of 

P notes Islnenywaybeneficial for easing foreign ln '' e f^,? 1! n g t : In 

wanting to Invest through P notes cart'a Ways mv est af res h thro ugh an 
Foreign Portfolio Investor (FRlfr Instead a* buying from a P 

L ■’ II ri 

h i 1 1 

Shell Companies and beneficial ownership (Reference p. 73-76 of the Third SIT 
Report) \ , , 

The 'Report of the Committee'headed by Chalrrrjah^CBDT on-Measures to 
tackle Black Money in India snd Abroad" submitted in 201,2 Observed Ssfbllo.vs. 


L 


■qss 


HSgUlggis 

excess of'statutory embuntSj etc. 

However as manipulation of Insert,a is not always P 03feibl ’ s '^ ,sljppras ®^ r ; o 0 rt f 
receipts, tax-payers may W t ^" fl ^ 1 e aK ® )tp i e 0 rl g s u e g- XdS and °enarge .nominal 

ssaiu.—« 

traceable 1 - r 

A- Similarly, there are other catenas ^ 

■ .wrftfnDdWSra^ of m l m a. 

loan s fa bva noes fsh are capital, rto'jnd ^, a “™ u(;h .^ry ope ' ra fers escape 
miniscule commissions. Due _ to taJ; bo ^ s - also tend to tax 
. Proweutlon under the except for taxing- 

ttielr Income, at nominal ^ beneficiaries, Providing 

commission bn such off an ce under the 

fake bills and entries ' 


■ use of stusll co 
money haS’beon obse 
investigator in the rscen 


hi 


The strategy to curb this m 



entries'.to'launder black 
$ investigated or under 


ifnpanies;. This would Involve 
ita mining and _ dissemination of 
agencies for active 

'.• -s -■ -. —. 


Proactive detects 
intelligence g* 

Information g(_ 

D^Xenel action against persons Involved in creation of shell companies 
and providing accommodation entries, 


The following recommendations are made in this regard: 


sa-rAffiSoSiSS 

: Sr„“rs tar 'rsrrssr -?zsi 

■ ass ssr. ss ^agss& 

SXSSZXZ ~S «s.Si. - r -J— 

ancles Onee certain companies are Identified through data m.nlng above, 



I 




the list of such high risk companies s hould be ■■shared'with CBDTand Fill for 
closer sui^eiiiance* " " , 

• In cdse iafter Investigation/assessment by CB0TJ h a case of creating 
l accommodation'entries is clearly established* the matter should be referred to 

SFlO to proceed under relevant sections oMPC for fraud. SFlO should also 
refer the matter to Enforcement Directorate for taking 'action under PM LA for 
alt such Cases of money laundering* ’ 

* It hap also been observed that In many cases of creatlbn of shell companies 
the Shareholders or directors of such Companies are persona of limited 
financial means like drivers, cooks or other employees of main persons who 
Intend to faunder blafik money. Section B9{1) and 60(2) of,the Companies Act, 
2013 provides for persons to declare if they have "beneficial Interest" in (ho 
shares Of the Company or not. Section 89(4} enjoins the’kentral Government 
to make rules to provide for the manner of holding and disclosing beneficial 
Interest and beneficial ownership under this section* The Ministry of Company 
Affairs may frame such rules'at ths earliest. 


Action unoer PMLA for Trade Based 


Section 132 of the C 
the Finance Bill 2015, Sect. 


''132. False declaration, 
causes to be made, slg 
transaction pf' any bush 
believe that such dec! 
particular, fehall be puni 
1[two years], or wi.th fine* 


sundering: 


Act. 


Thus any declaration 



a.pnedicate offence through 
ds .as follows' 

akes, sign's or uses, or 
^ent or document In the 
g or having reason to 
' false in any material 
m which may extend to 


nishable offence under this 


SIT realizes ' that '-through mispricing of 

imports/exports is a 'm&jdt'rrfeifts 'ofMini;'Theney'durbrthte' country. A strong 
deterrent action Is needed to curb this.menace. The SIT thus recommends that all 


cases of Trade based money laundering detected by, DRI where violation of 
section 132 of Customs Act ,al)ove the threshold provided for In Part B of 
Schedule of PMLA, has been found must bo shared by DRl with the 
Enforcement Directorate to enable ED to take action under Prevention of 
Money laundering Act* '' / 


Use Of cash Trt Black economy (Reference p, 4-6 of Third SIT Report) 

h 

■■ p , 

Suggestions, mads In Paras: 4 & 5 at Chapter: Til of the Second Report of SIT, 
are reproduced as under:— 


(i) "4. It is suggested that for regulating the possession and' transportation of 

cash, particularly putting a limitation on cash holdings for privets use and Including 
provisions for confiscation of cash held beyond prescribed litoits, provision in the Act 
should be made, tt is to be stated that a number of European countries bar any cash 



_ i 
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transaction above a particular limit. This can jpa done in India too. Again, white 
implementing th( suggestions, to ensure that small transafctlons, .which make a bulk 
of common mart’s daily transactions, are not affected and for that a threshold limit 
could he kept, L 


Further for holding of cash/currency notes'also, thepe should be a limit, by 
prescribing a reasonable threshold, may be Rs,lQ lacs or Rs.15 lacs. This would 
control holding of unaccounted mjbney to a large extent/This would alec control 
transfer of'unaccounted cash from one destination to other, which at present Is 
rampant, r may be by Angadlas or by other moans. " ' ' ■ 


5. The aforesaid suggestion 
the case' of Rajendran Chlngaravelu 
DATED November 24, 200&'(320'ITR 
Suprame' Courts Therein, It had been 
threats. Transportation of large sums 
funds for terrorist activities,'illegal .pay r 
unaccounted black money destroylngj 

h 

This Is known to a!! c 
Imp I sin eh ted” 

fll) On the afore-qu 
Office Memorandum o 


Is also in conformity.-with the observations In 
vs. Uol, In CA Mo,7914 'of'2009;■ ORDER 
1)) = 20 09 - ttol -? 3S- Sfl-rr by-the Kort'bia 
.observed that "The nation Is facing .terrorist 
of money is. associated.with distribution of 
offs, etc. TJWe [s'also rampant circulation of 
ofthecouhtry," 

i i 4 ' 

uggestlon made above, be 


“The recommendation 
for taking appropriate a 
from Shri fjjano) Joshi,. 
has fteen'sent by DEA to 
which are & waited 1 ' 


(III) SIT Is awalttn 
cash amount Es nor 
pay merit .for 
of huge cash during elections, etc 



giveh In. the aforesaid 


cbnomic Affaire (DEA) 
SIT. It .was ascertained 
■ril 2015 that the proposal 
(i'ricilading MHA) for inputs 


erped Departments, as the large 
rja^a^ptiiaSr those Involving, 
^Ticket betting and use 


(lv) According to SIT, if holding of cash is restricted 'and regulated; to a large 
extent, It would control circulation' of black money within the country and discourage 
stashing of money abroad ’ 


tv) - !n the r meeting held on 30 th ApriE, 2015, the concerned Joint Secretary, Mr. 
Manoj to 5 lib remained present and he stated Ehat the 'aforesaid issue would be 
decided as early as possible* ' 1 ' , 


Generation of black money In education sector and through donations to 
religious Institutions and charities (Reference p, 34-B6 of the’Third SIT Report) 

, h 

1 r 

SIT soughi the response of the Government through the Revenue Secretary on the 
following points?-— 1 ■ F ■ 


* 
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»' .“ft fs a known fact that well-known schools and colleges are accepting large 
donations Jtjy cash. That cash normally would be unaccounted money, For 
controlling such transactions, there should be specific provision that donation 
shall not be accepted by cash and whosoever'accept It, would be punishable 
under thePraventbn of Corruption Act, as If he Is "de'smed to be a public 
servant" L i 

■ Large amount fs donated to various religious In&lltutloins dr charities. Nobody 
can Object for charity donatlon'but at the same time,'that yvhen, large amount 
Is donated, It should be only accounted money and 'that payment should bo by 
account-payee cheque to the charity or the institution. Even if gift of jewelry is 
made to'tha charity or institution, if should oe by mentioning donor's name 
and his PAN Number ” 

j 

CBDT Informed on details of searchesSurveys conducted by them'with 
respect to above points related to Education sector and Trusts. In short, the 
substance of the brief findings of searches/surveys conducted by the Department of 
various entitles engaged In ared of education through the Trust reveals that large 
unaccounted amount is accepted in 3 pumper of cases, such 
donations are used for personaLb^^^^^^S&^r tax evasion which results into 
generation'of black money. TJ™B®™S™fflS^Bj5SJies in short isatAnnexure: A 
to this report. 


.As stated, earlier, 
to be prosecuted undq 
legislative change whic 
Institutions which are in 
and mOra. *this would g 
money, i '■, 



n'and the donor requires 
ipr this, itwould require 
donation to educational 
s, It.goes to Rs.1 crore 
and circulation of black 


p 


that in number of cases, 
take apprqpnate action for 
required,' punitive action may be 

-online 


• “■ IJI F-r "f >■ ■ rH-? ► 


Further, considering tf 
assessment is not finalized, 
exp edit bus fl n a!l2atiortj|^gfe. 

taken, IJpInteX 

■ C8DT shall also share the aforesaid report/lnformatidn with the concerned 
agencies so that other agencies can also take appropriate action under the relevant 
law. i - 

■ L 

Necessity for establishment of additional Courts for deciding the pending 
cases under the Income Tax Act, 1961 (IX Act) (Reference ; Page IV of 
Executive Summary of Third SIT report and extracts from "First and Second SIT 
reports) 

I 1 i 

(a) In Para: 4 at Chapter VI of the First Report dated I3 1h Aug1rst r J 2Dl4 3 it was 
Inter-alfe reported that, 

n ttt „ approximately 4,939'’cases are pending .for disposal before the 
Metropolitan Magistrate, .Mumbai sines more than 10 years. If these cpses are 
decided immediately, it would have itE'Own .deterrent effect-For this purpose, 
Additional Chief Judicial Magistrates are required to be appointed, as there is heavy 

■k ' i h ■ 


■ i i 


, r 


■ ^ ■’ 
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h 

work load in the Metropolitan Magistrate'Courts, Mumbai. 

For expediting the coses', if five 'additional Courts of Additional Chief Judicial 
Magistrate ere constituted which try the aforesaid pending c'sses under Income Tax 
Act, 1901, the decision In the said cases would have Its own impact. After deciding 
income tax cases, cases under Customs & Excise Act, 1996'can be dealt with by the 
sard Courts.: hp ' ■ , , ■ ■ ■ 

[b) in .Para: 13 at Chapter Ml of the Second Report (December, 2014), it was 
reiterated to constitute five additional Courts of Additional tilhIef.'Judicial Magistrate, 
Said Pare Is reproduced as under—/ ' ; 


"13, As suggested tn first ireport; af teest 5 Additional Chief Judicial 
Magis trails Courts in Mufnbsi are required fo be established for deciding 
approx. 5000 pending ITprosecuttoh esses. 


It appears that' without direction by the HorVpIe Court, it would be difficult to 
establish 5'Courts as suggested. bitsfoment of 5 " courts» Central 

Government shall beartheentrrt 


(c) tn view of the reco 
Reports, to constitute fi 
The Revenue Secretary, 
ED, dated 09 m March 
Maharashtra 16 ■ consult 
Courts of Additional Chi 



liythe First and Second 
ief:Judicial Magistrate; 
.KA 1,1022/27/2 014-Ad. 
rotary, Government of 
g up of five additional 


rch, 2016 , requested the 
Into the rnattei 1 and give 
J of the Courts which can 
that it wcufd have its/own 


Thereafter, Chai 
.Hon’ble Chief Justice of 
suitable administrative dined’ 
continuously try the proseaiti 
.deterrent effect, ' diL*™ 

Action is,awaited aird^ri^StfBmlttdO’that'iVapp^OjSnat^iliraction Is issued by 
the Hon’bfe, Apex Court, the suggestion would be Implemented at the earliest. 


in addition, In view of the SIT, a suitable direction Is required to be Issued by 
the Hon'ble Apex Court to ell Hlgh'Courts and-State Governments to allocate 
suitable, number of Judges in the trial Courts trying the Income fex, Customs, Central 
Excise, Service Tax, PMLA, FEMA, FERA cases to ensure that these cases are 
disposed off within one year of filing the charge-sheet. -Similar directions may be 
issued to trial -Courts to conclude the proceedings of all foreign asset related 
prosecutions within one year of their launching. This would Kavfe its own deterrent 
effect 


Need for establishment Of Centra!-KYC Registry (Reference p, XVt of Executive 
Summary of the Third SIT Report) 


The Second SIT Report in it r s third chapter bad observed, &£ follows: 
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"A* present for-enten'ng imo flnanclal/busicess transactions persons have option to 
quote their PAN <jr Ufu or Passport number or driving license* or any Other proof of 
identity. However, there Is no mechanism/system at present to connect the date 
available with each of these independent proofs of ID, ■ It. Is suggested' that these 
data bases be Interconnected, This would assist in identifying multiple transactions 
by one person with different IDs, A central KYC Registry should'be established with 
all law enforcement agencies, Registrar of Companies and financial institutions 
having access to its database," J , 

j r 

■ 1 

The Department of Revenue has informed that rules for the Central KVC 
Registry to be framed under Prevention of Money Laundering. [Maintenance of 
Record) Rules have been finalized by the Department and .have been sent to 
Legislative Department for vetting, The rules are expected to be notified shortly. This 
Is expected.to expedite the setting up of this Central KYC Registry which shall be an 
Important office to tackle the menace of black money and money laundering more 
effectively. 


■SIT Insists that Central KYC, 
possible. - - 


GENERATION OF BLAC 
-71 of the Third SIT Rep 

In the report (Feb 
tackling black money* o; 
[F1CCI), generation of 
discussed In detail. Sub 
money due 1 to 11 betting ■* Is 



KYC)-should-be notified as early as 


ETTING (Reference p.Gfl 


meting of tax base and 
ommarce and Industry 
of'Indian Economy Is 
to generation of black 


Betting In sports Is creates a wide scope for 

black money generatJonuiyndS|^ffiffigM|pBiHe racing, lotteries conducted by 
state.governments and^SSips c^rSfra^l’are permissible. 

■ online ' .■ ■ 

Agcording to STl CCrand J KPMG’ re^TTSSEfllTfl*ifnndla'ls a INR 3,00.000 
crore [Rupees Three Lacs Crores) market and If taxed' at a rate of 20 percent, the 
exchequer can earn revenue of INR 1,2,000 crore to INR 1^,000 crore every year. 


Cricket betting is widespread in the country. As there are no legitimate means 
on placing bets, hence, people resort to illegal channels such as .bookies/bookmaker 
that facilitate gambling by setting odds, accepting and piacing'bets and paying-out 
winnings on behalf of other people. Illegal betting leads to malpractices such as 
match-fixing or spot-fixing wherein the bookie fixes the outcome of the event In his 
favor by having an Illegal agreement with the s ports person,' This leads to bettors 
being cheated at-the hands of. bookmakers, thereby enabljng them to earn huge 
sums of black money. ’ ■ 


" , ■■ 1 

The Indian Premier League (JPL) has been marred by betting and spot fixing 
scandals and involvement of huge amount of black money,-As per news reports, 
some of he players are paid more than the payment slabs prescribed by the Board 
of Control for Cricket In India (SCCl), with certain amount paid through legitimate 
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means and some in black. During the \PL 2013 season,'in a sport fixing scam 
several cricketers were arrested for accepting money .frohm bo Okies to throw away 
matches. i 


■" ■ h ( 1 

In the aforesaid context, Jn the Judgment rendered fri (he case of Board of 
Control for,Cricket fn India v/s. Cricket Association of Blhfcr&Qrs. [JT 2015 (11 
SC 52E], the Horible Supreme Court observed that^ 


“AllegatlonB'.af Sporting frauds likfe match fixing and betting have for the past few 
years cast a doud over the working of the Board'of Cricket Control In India (BCCI). 
Cricket being more than just a sport fo'r millions in (his part of, the world, accusations 
of malpractices and conflict of Interests against those who not'only hold positions of 
Influence In the BCCI but also pwri franchises and teams competing In the IPL format 
have left many a picketing enthusiasts and.followers of the game worried and 
deeply suspicious about what goes on’ In the name of the.game. There is no denying 
the fact-that lowers the threshold of tolerance Tor any' wrong doing-higher Is the 
expectation of the people, from ilie system. And cricket beipgmoLonly'a passion but 
a greaf unifying force In this county, eLzero tolerance approaoh towards any 
wrong doing alone caneatlafyjl^l^^^l^lng/ 1 ' : ■ 



imperatives" stated in the 
■ted by BCCI. One of the 


Further, the.Court ne 
Anti Corruption-Code, whi 
Imperatives Is:— 

”1.1,3 Advancing led to a substantial 

increase in .the cricket matches, The 

development of new -betting'-end betting 

exchanges, .as well as people to place a pet 

st any time'and from has started, have ell 

Increased the potential for practices..." 

rivolvement ofh^p&Jegal, iM^Sffift J rncney in cricket betting has been 
noticed by ED, whe||pt)^ 6r using electronic 

gadgets. It ife also the country) are 

providing online batting facilities for various sport events, such as cricket, football 
etc. ’ " i 


h 

Considering the aforesaid discussions, it is apparent that illegal activity of 
cricket batting requires to be controlled by some provisions'which are deterrent to all 
the concerned. 

■it is true That betting In gambling is a subject on which'Stats Governments 
have to pass appropriate law, as it is a State subject Ip the State List (Entry 34). 
However, considering the fact that large amount of black money is generated and 
used in this sector, ft is suggested that some appropriate' legislative directions or 
rules or regulations are required to be put in place tc,.cDrt> the 'menace of such 
betting. 


Empowerment of DRI under section 2D,21 and 22 of SEZ'Act (Reference p.XVl 
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of Executive Summary of Third STT Report) 1 ■ - 

( ■ , 

One limMlon faced by Directorate of Revenue Intelligence [DRt) in 

investigating cases of mlslnvoicing or violations of Customs Act'Is that presently DRJ 
Is not empowered under section 20 r 21 and 22 of J the SEZ'Act, to.carry out 
Investigation, Inspection, search or seizure in the Special Economic Zone or Unit 
without prior Intimation or approval of the Development Commissioner, Department 
of Commerce has so far issued only entry passes for some DRI officers for certain 
SEZs. ..'i. ' . 

Further as per the Foreign Trade Policy 2015-2020 announced recently, SE2 
has been allowed to avail benefits of Chapter 3 on par with Domestic Tariff Area 
Units. In effect, SEZ units would avail export Incentives, available under (I) 
Merchandise Exports from India scheme (MEIS) or (i) Service Exports from India 
Scheme (SEIS), In view of the same, now ft has become even more Imperative to 
notify the DRI 'under the 2 nd proviso of section 22 of the SEZ Act to safeguard the 
Interest of Revenue. 


SIT has been informed t 
Commerce by Revenue Sec( 

In light of above, it is rec 
urgently and Issues n 
empowering DRI to ca 
Special Economic Z 
Develop m ent Com m i ssi 

i 
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!.• INTRODUCTION 

Tv/ifi Issues of corruption and black mbney havs attracted unprecedented public attention In the 
past few months in India. Political debates in Parliament and outside, media news and campaigns, public 
de m on stra lions, dhstnbs and fasts, Hon’ble Supreme Court's attention and observations, and the general 
public discourse, has been focused on these Issues for more than past twoyears now. A host of cases 
relating to corruption have surfaced; such as 2-G spectrum allocation, CWG, Medical Council of India, 
illegal min mg In Jharkhand, Karnataka, Odlsh'a, etc. While in many of these cases, action was taken suo 
motu by the law enforcement agencies, ir. some cases action came after Hon'ble Supreme Court intervened 
In Public Interest Litigations (PlLs) filed before it, A number of cases relating to money kept abroad also 
surfaced, such as Hassan All Khan and associates, accounts in LGT.j3ank of Liechtenstein {information 
received from German tax authorities), and recently accounts in HSBC Bahk (Information received from 
the Government of France) which .are still under Investigation*. . * , 

• T.2 Keeping these .developments In view’ government has taken various steps, The government 
announced' 4 Its five-pronged strategy formulated to deal with the problem of black money kPpt abroad. A 
study was Commissioned 3 by the government, after a' gap of 25 years, to estimate the quantum of black 
money Inside and outside the country. The studyJs being conducted'by three top national-level institutions 
viz. National Institute of Public Finance and Policy (NIPFP), National Institute of,Financial Management 
(NIFM) end National Council of Applied Economic Research (NCAER), Law enforcement agencies have 
Investigated several high-profile corruption cases, putting an unprecedented number of persons charged 
of offence s'be hind bars. The present Committee was constituted* to examine ways b strengthen laws to 
curb the generation of black money in India, its illegal transfer abrd&d and its recovery. A Directorate cf 
Income Tex, Criminal Investigation, was notified" 1 to deal with criminal matters having financial implications 
punishable as an offence under ar.y direct tax law. Joint Drafting Committee was formed 5 by the 
Government, with representatives of agitating civil society members, to tifeft a Lok Pal Bill. The bill was 
introduced in Parliament, debated and put to vote in its Special SesslonVlndla ratified* the United Nations 
Convention Against Corruption (UNCAC). Decision was taker, to triple the manpower of the Directorate of 
Enforcement, responsible for Implementing the anti*money laundering faw.These responses demonstrate 
government's resolve to tackle the twin Issues of corruption aqd black'money. 

1.3 This multi-agency committee under the Chairman, CBDT as originally constituted, consisted of 
the following:- . * ' ’ ‘ 

i. Chairman, CBDT-Chairman; , 

1 < 

II. Member (L&C), CBOT ~ Member; 

• * • , * 

III, Director, ED - Member; = 

lv. Director General, DR1 - Member; . , 

v. Director General, Currency-Member; 

vi. Joint Secretary (FT&TR), CBDT - Member; 

vii. Joint Secretary, Ministry of Law - Member; 

vlii, Director, FHJ-fNDlA-Member; and 

lx Commissioner (Inv), CBOT - Member Secretary, 


1 fn conference of Union Finance Minuter on 25* January, 2011 a‘ New Delhi 
* Announced by Union Finance Minister In Me Budge: Seeect - . or 28* February 2011. 

^ Ministry of Finance (CBDT) ON vkse F.No.201/15/20 11 *17 (lnv.l) dated 27' h Way 30*11 
J WotTicetlon S.0,12 26(E) dated 3D 1 ' May 2 011 [Mo.26/2011 vide F.No.28 9/179V20D9-lTfmv.il)] 
9 Notified on 9" Aonk 2011 
s 2.7* to 29 ,h December. 2011 

7 India became,[he 152* country to reLfy ihe UNCAC on 12 p May, 2011 

' i 
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1.4 The Committee was mandated to examine the existing legal arid'administrative framework to deal 
with the menace of generation of black money through Illegal means including, inter alia, 

a) Declaring wealth [gen era tsd illegally as national asset; ' • 

b) Enacting / amending laws to confiscate and recover suclvassets; and 

, i ' 

c) Providing for exemplary punishment against its perpetrators. . 

• ^ 1 i 

1.5 The Committee was required to consult all stakeholders and submit Its report within a period of six 
months. However, m view of Induction of Shri S S Rana, Membe'r (Investigation). CBDT, as Co-Chair of 
the Committee, and'in view of the responses awaited from trade & industry bodies and some departments, 
tenure of the Committee was extended up to 3 V January 2012. Subsequently, Shri K, Mad ha van Nair, 
Member (fnv.), CBDT was appointed as Co-cheir, Dr Po on am'Kish ore Saxena was inducted Into the 
Committee as Member (L&C). and the tenure of the Committee was.ftrrtffer extended up to 31March 
2012 . 1 « * . 

1.6 Th e Co mmittee held m e stings on 9^ Juris 2011,27^ July 2011,23 ri Se'ptembe r 2011.21* Decs mbe r 

2011, and 21* & 26^ March 2012 to consider various dimensions of the menace of black money, its 
generation from various sources and transfer abroad, In the firs? meatlng'held on 9 lh June 2011, It was 
decided that each organization represented in the Committee would examine, the existing legal and 
administrative framework, relating to Its respective sphere of functioning, to deal with the menace of 
generation of black money and prepare a status note including suggestions for Improvement. It was also 
decided that a dedicated, e-mail Id would be created for Inviting opinion from all stakeholders on declaring 
wealth generated illegally as national asset, enacting / amending laws to confiscate and recover such 
assets and providing fo r exemplary punishment against its perpetrators’. After the first meeting on 9 ,h 
June 2011, an exclusive email ID bm-feodback@nJe.tn was created to receive feedback from ihe public 
end uploaded, along with copy of the QM® constituting this Committee, on the web-site of the Income Tax 
department http://lnoometaxindla.gov.ln, and a link provided .therein for suggestions. Letters were 
addressed on 24 lf i!june 2011 to major trade & industry associations'and other stakeholders for their 
response/suggestions In the matter by 15 lh July 2011. , 

1.7.1 In the second meeting of the Committee held on 27'. h July 201,1 the Chairman Informed that over 
3,500 email responses had been received In the past four weeks /He listed out some of the main suggestions 

received: • • 1 .' . 

% 

a) Electoral rsforros, Including state funding of elections, • • 

b) Tightening Of laws, Increasing the severity of punishments,'and. trial o'f cases relating to Illicit 

money generated and stashed abroad through fast track cpurts,;' • 

' • i • " ' j* l ' ‘ ' • 

c) Confiscation of undeclared assets or money kept abroad. . • . § 

d) Monitoring of persons travelling frequently to tax havens and persons Indulging In frequent 

transactions overseas. ' ' 

1.7.2 The Chair further informed that responses to letters .written to trade and industry associations, 
and others, wore still to be received. The DG, DR! and Special Director, ED emphasized (he criticality of 
Information sharing among various law enforcement agenciesfor'successful enforcement of the law. The 
Director. FIU-IND, Informed that, under the Financial Intelligence NetWork (FINnet) being implemented, 
access to FIU-IND databases would b© provided to enforcement agencies through nodes established In 
their offices This would enable the member agencies to have speedy and efficient access to the inform atton 
available with Fill. He at$o stressed ihe importance of regular feedback cm information disseminated by 
F1U to Improve the quality of suspicious transaction reports and the-.analysis function of FlU, The DG, 
Currency pointed out that security of currency Is critical to comb at'Ihe growing'menace of counterfeit 

MWlniStry of Flranw (CBDT) OM vide F.No.29l/15/2p11-lT (Inv.t) tfaiad 27 ,s Mfey. Spll . 
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currency. However, he raised the issue of huge economiC'cdst tff de r rponetiling higher denomination 
han't notes of T 50D and 7 1000 and stated that it was not a feasible idea. The JS (FT&TR), £3DT 
informed that while the ipsup of treating tax evasion a criminal offence was still being internationally 
defcafed, the flow of information has Improved'but the Informstlort .received can be'used only for tax 
purposes. He also informed that further progress had been made In the s/sna of Interna lion el cooperation 
in tax enforcement by way of Incorporating provisions In the Tax Information Exchange Agreements 
(TIGA), whereby enquiries can be made through Indian missions abrpad’i'n the presence of officials of 
that country and counsels of persons investigated. After the second meeting, reminder letters were again 
ee nt to tine trade / in dustry associa ti on s o n 1 S 1h A u gust 2 0 \ 1, req u sating tlj'ei r In puts / augg estrone by 15* 
September2011i j 

■ r 1 

18 The third meeting of the Committee, held on 27^ September 2011, .discussed at some length 
vs rtou s s u gg est bn s of th e p a rlldpa ti n g org an lz s tlo n s a n d th a p ub Itc > Th e Cha I rm$ n o bs'e rve d t hat existing 
laws were enough to deal with ecohomb'offe.ncps but there was a need, to strengthen the administrative 
mechanism to enforce the existing laws. It was observed that exiting information exchange mechanism 
should be improved and additional manpower and financial resources provided to the investigating agencies 
to tackle the scourge of black money The Committee noted the anomaly In the existing provisions of the 
Income Tax Act, 1361 in respect of re-opening of assessments In cases where black money stashed 
abroad pertained to beyond six years and agreed that an amendment in the Income Tax Act was warranted 
to rectify this situation, It was also agreed that there was urgent need to better regulate the real estate 
sector, considered as one of the largest contributors to black money,'The Committee was informed that 
proposals for strengthening PML Act 2002 have already been submitted tp the Department of Revenue 
and were under active consideration of the government. The DG, Currency Informed the Committee that 
maintaining the securfly.of currency Is of critical Importance and thereforetee currency rules have been 
recently amended to upgrade the existing security features.'.. '■ r 

1.0 The foil rth me eti n g Of th e Comm I ttee, h eld o n 2 1Qe ce mb er 2t) i ,1 d!scu s sed the bas Ic s'ru ctu re 

Of the Report, viz. define and differentiate 'bla?k money' and 'dirty money 1 and the sources of its generation. 
The Chairman emphasized the Importance if laying to. rest common misconceptions as regards black 
money through a'comprehensive report. He pointed out that block mdhey is first gene rated within Indie 
and then some of it Is transferred abroad, and that one of the most'important sources of black money 
within the country Is leakages from public expenditure. The Co*Cheir informed that feelers were coming 
from the business community, particularly from the gems 5 Jewellery sector that the black money holders 
may be allowed lo come forward with disclosure of unaccounted Income and assets both In India and 
abroad, but without any harassment or threat cf prosecution and for that purpose the Government should 
bring out a disclosure scheme exempting prosecution under ths IrtdcmeTaxAct. The Committee noted 
the views expressed by JS (FT&TR), CBDT that although tax treaties are subject to domestic laws, some 
Countries such as Belgium, Sweden, Norway, etc. f allow repatriation'of black money, and in this light 
there is a need to create International consensus regarding recovery of black money, which Is otherwise 
possible only under United nations Convention Against Corruption (UNOAC) and Mutual Legal Assistance 
Treaties {MLATj, or through specific recovery provisions in lax treaties, There is no international consensus 
or law anywhere for declaring tax evasion a criminal offence, but there Isa need todistinguish tax evasion 
from legal an.d illegal sources. The Committee also noted the issue raised by Member (L&C), CBDT that 
one of the m^in contributors to black money in the country Is out-dated laws and their lax administration 
by the state governments, such as stamp &ity values being completely out of line with the prevailing 
market rates, and It was Incumbent to suggest action by the state governments to tackle ths menace of 
black money as Important stakeholder in controlling It, The CommitteaTurther noted the facts pointed out 
by DG Currency that several steps have been taken to deal with theproblem of leakages from the public 
expenditure, improve the public procurement system and allocation of natural resources following 
recommendation* of the Dhall and Ch awl a Committees 3 , The Committee also noted with concsm tee 
- - ■ -- j —■■ 

3 Constituted prda? Mo.4SS/1rt /SOI 1-Cat. Dated Mp1,2011 

' / 
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Issue that although-FI CN forms only a small part of black money'as, pointed out by DG DR1, more effective 

measures wens required to counter its debilitating consequences* On the suggestion of Director FIU-INO 

that on account of most of the black money going out of the country'through banking channels, there is 

a need for a central repository of such data, the Committee agreed that the proposal was worth considering, 

Aftorthe fourth meeting, further reminders were sent to Member agendas and trade / industry bodies,' 

' 

1.10 In response to the reminders, FlCCt and ASSOCHAM replied, whjch are at ANNEX WI and A^NEX- 

A2, respectively. Gist of suggestions from over 4 r C0C emails received from the public through bm- 
feedback@nic.in Is at ANNEX-A3, ' 

1.11 The Committee held Its fifth meeting on 21 st March, 2012. The Chairman suggested that for 
deterrent effect, with the aim of fast-tracking through summary.trials, the maximum Imprisonment of 
three years prescribed for some of the less serious economic offences maybe considered to be reduced 
to two years by the respective departments. He also suggested that the maximum punishment for more 
serious offences under the PC Act may be considered to be enhanced from the prescribed seven years 
to ten years. The suggestions were endorsed by the Committee, It was suggested by the Co-Chafr - that 
there should be some limitation of carrying and holding of cash for personal use, for which either the 
existing laws may be amended ora new law enacted, This was endorsed,by the Committee. The draft of 
the report wes decided to be accordingly amended. 

1.12 in the sixth end final meeting held on 26"' March 2012, suggestion of Member (L&C), GBDT to 

consider mandating application of Accounting Standards AS-7 and AS- 1 ® to reel estate sector was agreed 
to by the Committee, The suggestion of representative of ED that MCA should consider placing a cap on 
the number of companies operating from the same premises and number of companies In which a person 
can becnrne director, and also that there should be better regulation of financial instruments such as 
PNs, was endorsed by the Committee. The suggestion'of Co-Chair to ensure data security was also 
endorsed. It was also agreed thatthe Report would be.amended accordingly before signing by the Members 
on26 p 'March,2Dl2, ' , 

t 13 The-Chapters In (his report have been arranged to examine^) the existing popular, academic and 

international cono&'pts and definitions of blackmoney, to arrive atanpgreeablevlewforthe purposes of 

this report: (il) the causes for generation of black money, and.the sectored-he economy most prone to 

and/or affected by It; (Hi) the extent of blackmoney in India'and'abroad; fiv) the existing legs i provisions 

and the administrative machinery to tackle black money; and (v) measuresto .tackle blackmoney, 

■■ . 
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fL CONCEPTS AND DEFINITION^ OF BLACK MONEY 

k i p i 

2.V There is no uniform or accepted definition of 'black' money. Several terms are in use-such as 
'black money 1 , 'black incdme', 'd*1y money', 'black wealth^ 'underground wealth 1 , ‘black economy', 'parallel 
economy', 'shadow e con omy 1 , 'underground' or 'u naff Ida" economy. If money breaks laws In Its origin, 
movement or use, and Is not reported for tax purposes, then It wou^d fall within the meaning of black 
money. The broader meaning would encompass and Include money derived from corruption and other. 
Ill eg al wa ys «to indud e d rug trafficking , coun te rfe Iti n g currency 'sm uggti ng,' arms traff i eking, etc. It wou I d 
also include al! market based legal production of goods and services that are concealed from public 
authorities for the Following reasons- 

, 1 ' i j 1 

1 ■ i 

(I) to evade payment of taxes (Income tax,'excise duty, sales tax, stamp duty, etc); 

(II) to evade payment of other statutory conirlbutlons; ' 

. ' h - " 

(ili) to evade minimum wages, working hours and safety standards, e;b,; and 

(iv)to evade complying with laws and administrative procedures. 

22 There a re three sou roes of b lack m oney - crl me r corruption an d busl n ess. Th e 'crim Inal 1 comp on ant 
Of black money would normally in d ude proceeds from a range of activities including racketeering, trafficking 
in counterfeit and contraband goods, forgery, securities fraud, embezzlement, sexual exploitation and 
prostitution, drug' money, bank frauds and illegal trade in arms. The '.corrupt' component of such money 
would stem from bribery and theft by those holding public office - such as by g;ant of business, bribes to 
alter land use ,or to regularize unauthorized construction, leakages from government social spending 
programmes, speed money to circumvent or fast-track procedures block marketing of price controlled 
services, etc. ' ■ 

2.3 The 'commercial' limb of black money usually ‘results from tax evasion by attempting to hide 
transactions and agy audit trail relating thereto, leading to evasion of one or more taxes. The main reason 
for such black economy Is underreporting revenues I receipts / production, Inflating expenses, not correctly 
reporting workerfciem ployed to avoid statutory obligations for their welfare. Opening of the economy 
permits contracts of all kinds - particularly for allocation of scarce resources such as mineral and spectrum 
-which. In the absence of transparent rules and procedures for licenses and non compliance of contractual 
obligations of the persons concerned, leads to increased generation of black money. In aII'the three 
forms of black money - Criminal', .'corrupt' and 'commercial 1 ^ subterfuges are created' which include 
false documentation, sham transactions, benaml entitles, nTspricing and collusion. This is often done by 
layering transactions to hide their origin. 

2 

2.4 Studies correlating the extent of corruption with the size of the 'shadow economy'have been tew. 

There Is. however, reason to believe that it differs among high and low Income countries. In high Income 
countries, the official sector provides good governance and proper enforcement df contracts. In the 
developing countries, on the other hand, enterprises could engegbln entirely unreported activity - 
restau ra nts, be rs, d cetera, I a wy are - and even bigger manuf actu ring e ptllies may indulge In und er-raportang* 
Big companies, though easier to monitor - in order to escape rigours of taxation - may take recourse to 
inducements. Under such socio-economic conditions, the 'underground' economy and corruption are 
likely to reinforce .each other. ■ ' 

2.5 Level of development affects extent of black economy In another way, Developing countries 
have large parts of their economy h the informal sector, which is difficult to regulate. Further, cash 
component of the economy is usually higher and leads to problems of monitoring. Lack of regulation 
and monitoring reinforces the black economy and also helps its expansion. Opportunities for leakages 
Increase. Low level of literacy reduces penetration of the banking sector resulting in e large cash 

economy, : 
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2.6 For the purposes of th19 report, we shall Interchangeably use two terms - 'black money' to broadly 
mean vnecco'unted or undisclosed income and assets not reported for tax purposes, without references 
Its origin (whether lapdl or tUegai), and 'black economy’ to denote,the &um total of Incomes / assets as well 

as a ctivltl as thpt e re' n ot acco u nted for, 

• • 

2.7 Inflation of expanses takas money out of the system and, therefore, turns 'black', Wrong claims of 
deductions or Incentives provided in the law reduce the tax liability and thereby keep more funds with the 
co nee mad person than ,with the Stale. However, money In this cesd remains within the system and 
Cannot be said to be unaccounted or ‘b I a ck\ f Similarly, shifting of profit for taxation outside the country 
through transfer pricing by related concerns results in organizing a reverse, capita I flow from poor to rich 
countries. This also'cannot be sBtd to be 'black 1 in that money does hot go 'underground'. However, these 
aspects ere also discussed in the report as they reduce substantially the availability of resources for 
economic development of the country, • 


b 1 


C\8>G 

i • 
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■ III. CAUSES & METHODS ADOPTED FOR GENERATION OF SLACK MONEY, 

MOST PRONE SECTORS OF ECONOMY 1 ?. 

s . , ; 

3.1 Generally, rising surden of taxation, both actual and perceived, divides a strong temptation to 
participate in the black econo my. Increasing burden of compliance also gives a strong reason to enter the 
black economy. Lack <Jf tax morality, or non-compllant attitude of'thfc citizenry'towards tax laws, also 
tends to Increase the size of the black econo my.' Studies indicate that countries with relatively poor regulation 
of their economies tend to have a higher share of unofficial economy In the GDP, while countries with 
proper regulations have smaller ‘black 1 economtfcs, Developing countries generally hava higher levels of 
controls, leading to significantly higher effective taxes on official activities, a large discretion ary framework 
Of regulations and^ consequently, a higher 'Hack 1 economy. Developed countries tend to have better 
enforcement of lav/s, balanced regulatory b,i|rden r better tax to GPP ratio resulting in sizeable revenue 
mo bifrza tl o n a n d r t h erefo re, relatively s ma I |e r J b I a ck r e con om ias; . 

i 

3.2 While in developed countries f areas like USA, Canada and Europe black money Is generated 
primarily through Illegal activities such as drug trade, Illegal migration, elc.Jn the developing countries in 
Asia and Africa, generation of black money is from all conceivable sources^ corruption and siphoning of 
public resources, trade-based black money due to nornf sporting oUnComes nr profits and Inflation of 
exes rises, and through a host of criminal activities such "as Illicit manufacturing'of counterfeit goods, 
smuggling, extortio'n,' cheating and financial frauds, illicit narcotics trade, printing and circulation of fake 
currency, illicit manufacturing / trade in arms, ammunition and, ex plot* Ives, etc, 

3.3 Thu s, th e fight a gainst g ene ratio n and accu mu latfon of black m one y is ii ke ly to be far mors CO mp lex 
requiring stronger Intervention of the state In developing countries like India, than In the developed counties. 
This needs stronger legal framework and commensurate administrative measures, and still stronger 

resolve to fight the menace. 


Suppression of receipts, Inflation of expenditure, etc. • ... 

3.4 Th e p rl mary m etho d of g e n e rati on of bla ck mon ey re m al n fe sup pres sio n of ra ce ipts and inflation 
of expenditure. The suppression could be over a range of businesses and industrial activities which are 
covered by what may be called 'primary' enactments to regulate sale receipts, actual pro due Jon, charging 
amount In'excess of statutory amounts, etc. Duties are imposed on manufactured goods through the 
Central Excise Act by the Central Government. However, the states of the Indian Union have a wide array 
of powers under List-II of the Constitution, If we take by way of example - two states, namely Uttar 
Pradesh fU P.) because of its large population and Madhya Pradesh (M,P.) because of its area, the 
Government controls economic activity by way of levying taxes, and secondly by way °f c° n ‘ r ° ''"9 
certain industrial and commercial activities. U.P. has the Sales Tax Act of 1948 and M.P. hasocmmernal. 
Tax Act of 1994. U.P. has an Entertainment and Betting Tax Ac,-and Luxury Tax on h^.els. Both sta 
have Excise Act by which taxes are levied on liquor manufacture. Stamp Ac. to deal with collect) h 
stamp duty from'registration of Instruments for transfer of Immovable properties. The primary and 
Smentef reason for suppression of receipts or values Is to IcwerThe Incidence of tax.Thesestates 
also have laws to negate certain trades - U.P. hss Regulation of Cold Storage Aa Regattai o. Money 
Lending Act, Sugar Cane (Regulation) Act and Supply and Purchase Tax Act The Madhya Pradesh 
Tendu Pstla Adhirjiyam, 1964 regulates the trade of Tendu leaves by creation of s.ate monopoly In the 

trade, 

3.5 Therefore, the Income Tax Act beebmes a 'secondary Act. What Is hidden from *«e authorities 
cannot be shown for the purpose of income tax, as such hidden, element Is already a part o the Mack 

economy. Moreover. If an income tax Investigation subsequently ^fThhle'^^L^ad tn' stme 
courts tend to favour the transgressor, as the evidence o, his records have been acc-p B) ■ 

authorities. 


« Inputs mainly from th» Income Tax Department 
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3.6 However, as'manipulation of income Is not always possible by suppression of receipts, tax-payers 
may try to Inflate expenses by obtaining bogus or inflated invoices from 'bill masters', who make bogus 
vouchers and chergenom^al commission. As these persons are of very hodest means, upon investigation, 
they tand to leave the business and migrate from the city where they operate. This i$ one of the reasons 
fora, proportion of income tax arrears attributed to 'assessee not traceable’. 

3.7 Similarly, there are other categories of small 'entry operators’, who provide accommodation entries 
by accepting cash in lieu of cheque/ demand draft given as loans / advances / share capital, etc and 
thereby launder large sums of money at miniscule commissions. Due to frequent migration, sudh entry 
operators escape prosecution under the Income Tax Act, The appellate tax bodies also tend to tax their 
income at nominal rales. There Is no effective deterrence, except for taxing commission on such bogus 
receipts and tax In the herds of beneficiaries. Provjding.feke bills and,entries need to be dealt with 
strongly and as criminal offence under the tax laws. 

Land and real estate transactions , , 

3.9 Lend and real estate are possibly the most important class-of assets used for Investment of'black' 
money. As immovable properties are not usually comparable, valuations are different. This imparts flexibility 
to the valuation process, and makes It an ideal investment for ‘black’ money. As an asset class both 
’black’and 'white’savings are utilized for investment in land and real estate, which provides hedge against 
inflation apart from a profitable alternative for investment for black savings; 

‘ r 

3.9 The availability of urban centres and developed areas critically defends on the policy of the 
government as change of land use and development of infrastructure'is largely in Its hands. If resources 
are concentrated on developing infrastructure In select areas then development accentuates land and 
property prices In these areas. Master Plan of an urban agglomeration Is many a time found to be changed 
and re-changed again. The more developed parts exert a pull on.the less developed parts and infuse a 
push in prices. Such change is at a v co$t' to the developer paid from the black component of his business.. 

3.10 Fiscal statutes and incentives both impede and impart momentum'to investments in real estate. 
As a result of rapte) urbanization and rising pressure on land In’the vicinity of urban areas, real estate 
prides have Increased exponentially. Earlier, Chapter XX-Coffhe Income Tax Act, 1961 provided for pre¬ 
emptive purchase by the Central Government, in cases where agreed consideration cf properties was 
less by 15% or more df the fair market value in designated areas. However, as these provisions were 
causing procedural delays In registration of transfers, and with a vlewto.remove a source of hardship for 
the tax-payers, the provisions of Chapter XX-C ware made inapplicable in respect of any transfer of 
immovable property on or after 1 st July, 2002, The provisions qf Section SOC were brought in by the 
Finance Act, 2002 w.e,f. 1.4,2003, providing ter adoption of stamp duty pates for the purpose of computation 
of capital gain In the hands of the seller. As levy on land is a'State subject, the revision of land rates varies 
from Stats to State. Mostly, the stamp duty rates or 'circle rates’ ard fixed in a gen ere I manner, pn the 
basis of zoning of municipal areas —often Into .’commercial', ‘residential 1 , and ’Industrial’, etc. These 
circle rates offer a criterion for differential valuation of different locations but may not reflect actual valuation 
of Individual properties. The present arrangement is therefore not-satisfactory and not as effective as 
Chapter XX-C In curbing both the generation and utilization of bldck money In'the real estate sector. 

3.11 With rapid urbanization, large areas of farmlands Tall in the'urban agglomeration of metros, emerging 
metros and large cities. Surveillance indicated that cash rich irdividiialp or other entities generating black 
money through suppression of production promts of pan masala, bit, para-banklng,.blg corporate houses, 
etc., paid large sums of purchase consideration in cash to farmers. Such acquisition of land by cash 
payment has the consequence of facilitating'routing of black incomes and as farmers move elsewhere, 
chargeability of capital gains on sellers, l.e, farmers, .cannot be .effaced. Section l94LAof the Income - 
Tax Act, 1961 provides for tax deduction at 1 p% on the compensation against compulsory acquisition of 
immovable property. The provision was not itfade applicable to agricultural land even though such land 
was falling within 6'kms of a municipality or a cantonment board, Presently, the only way the income Tax 

Page S of 37 


\ 


&\&8 

iJ^C^'Monoy Cotnmftlee R&pbr ?, 2012 
■ * 

department monitors such payments Is through the Central Information Branch (CIB). where such 
In.ormabon rs obtained from the Registrar of properties. There is reludante tP comply with the requirement 
and ft also Involves a time ^ag before the assessing officer is seized of the.matter, 'and because of the time 
lag verification of on-money payments Is not .possible The provision of tax clearance certificate under 
section 230 A of the Income Tax Act was earji er with drawn in 2001.. ' 

3.12 In the real estate sector, d.esplte accounting guidelines 11 for. recognizing revenue by percentage 
completion methods, real estate firms (mostly private companies}, resort to their own subjective ways 
Some companies show income when a project is say only 30% complete to avail of bank credit, and if 
there is ample liquidity, not to follow accounting principles by not showing Income when a project may be 
90% complete. Such accounting variations are larger in-this sector of the economy than any other. This 
Is because ICAI Accounting Standards (AS) No.7 (percentage completion method) prescribed for 
construction contracts leaves out real estate developers, AS No.9, which prescribes standard for revenue 

' recognition, as well as AS-7 are not yet notified under the Income Tax Act. Besides, inflated purchases 
and wages ere shown and project Incomes adjusted to under-report profits’to the In come Tax department. 
With labour and materials sourced from the unorganized sector, the scope of Inflation of expenses Is 
higher. The actual margin of profit - depending on the land' bank bolding - may vary substantially from 
8% of contractors profits on land acquired Just before development td high as 60% where such land 
bank has been acquired earlier. The larger projects - civil In fra structure,works, (Ike roads, bridges 
sometimes follow ‘inventive accounting' - wljere revdr.ua Items receipt is carried to the balance sheet 
after 'adjustment'. Such civil works also have scope for manipulation,'as.the tender amount at a lower 
figure is arde stepped by the successful bidder through cost escalations permitted by conniving staff of 
the Government agency concerned or through arbitration. Most of the contracts have l on-money“ and 
'illegal' components, and their inter-lacing with disclosed component, makes monitoring of the real-estate 

sector and civil works extremely difficult, 1 ‘ 

* 

3.13 With continuous rise in prices along with tax benefits on.residential properties, high-net worth 
Individuals are motivated to Invest In properties, mainly with a view to transferring them and encashing 
the 'gain' as capital gain, which enjoys special tax treatment and benefits. As a result their investment 
would not generate desirable activity, a? sales on Investments of a residential house are tax-free, If re¬ 
invested. Such 'flipping' provisions of Section 54 usually help high net-worth individuals. From the angle 
of welfare of the community, the Investment gets channelized to an unproductive activity-speculating Irt 
the price of real-estate. Often, the agreement to sell Is not executed bylhe original buyer(s) but by the 
last buyer, where Intermediaries charge hefty premiums. 

. Corruption ’ r * 

3.14 The cancerous growth of corruption at every stage of Interface of the public with officials by way 
of commissions on mega-projects, klck-backs'on mega purchases abroad, leakages in public spending, 
are alt a matter of serious concern. 

, i ► 

3.15 In India, It Is widely reported that corruption is pervasive and appears impossible to eliminate. At 
the grass rodt level, corruption is practiced in millions of exchanges that ordinary people have at lower 
levels of bureaucracy - for licenses, procuring services, etc, - as part ofgovernment's delivery mechanism. 
Cumulatively a punitive cost Is Imposed on the poor and lower middle classes, lr. contrast, Instances of 
large-scale corruption at the national and regional scale, though distant t^orn petty instances of everyday 
life, have a shock and ewe effect and tends to provide a rationalization for lower level corruption. In the 
Corruption Index for 2010 prepared by Transparency International, Indla/anked a lowly 67 out of 178 
countries (Brazil, China are better placed). In the latest report of 2011, India's rank slipped further to 95 
out of 182 countries, whereas Brazil, South Africa and China continue to be ranked higher. Perception of 
administrative and political corruption in India has risen, with the 'country having fallen 6 places on 


11 rndlar* Accounting Standard 6 (AS) 7, 9 a rtf 11 Jsaued by the Inflate or Chartered. Accountants of India 

n 
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Transparency frtternat'on a!'s Corruption Perception Index. TABLE-C1 Indicates the position ofiBRlCS 
nations (SrazFl, Russia Jndia, China & South Africa) in the Corruption Perception Index in perceived 

fsve s of corruption ranking-a very high score Indicating very clean systems and very low score fndlcatlna 
highly corrupt countries* \ l “ 


3.16 The 'Ease of Doing' Business* index cf the World Bank ranks countries on ten parameters namely, 
starting a business; dealing with construction permits; getting electricity; registering property; getting 
credit; protecting investors; paying taxes; trading across borders; enforcing contracts; reserving insolvency 
This Index averages the country's percentile ranking on ten topics, giving equal weight to each .topic- 
benchmarked to June, 2011, India Is a lowly 132 (cut of 183 countries) on the Ease of Doing Business 
Index as against high ranking developed countries like Singapore, UKend USA, or even BRIDS nations 
as depicted in TABLETS2 . 

3.17 It Is widely believed that the election process requires considerably funds whereas resources 
declared by major political parties do not appear to be sufficient ‘!o meet-the actual expenditure and 
therefore are believed to be funded also through black money. Further electoral reforms are also required 
to reduce election costs, With increased economic activity, bribes in- public private partnership of large 
projects and large civil works have been detected. Allocation of natural resources is allegedly discretionary 
and non-transparent. Corruption has also been alleged In defence procurement. fore ; gn consultancy, 
aircraft purchases, oetrofeum end gas sectors, purchases abroad, etc. It Is reported that despite prohibition 
on kickbacks In the developed world, ways are found to make Such payments through spurious agreements 
and shady entitles, which In turn are alleged td be secretedaway In bank accounts in tax havens. 


3.18 The thrust of reforms Initiated In 1991 was to open the .economy. However, free markets need 
regulatory institutions with best International practicesof transparent processes - otherwise, It emasculates 
democracy. Social sector schemes Involving huge public expenditure reportedly suffer from possible 
manipulations and leakages. Direct transfers to thb accounts of beneficiaries can provide a solution, as It 
would prevent manipulations like bogus muster rolls, There Is a. need for'e’ffeotlve Implementation of KYC 
norms with adequate safeguards and controls In rural areas without adversely affecting promotion of 
fin a n cla II n elusion jif the rural population, 

3.19 Co-operafiJa banks perform the critical function of providing banking and financial services In 
rural and far-flung areas where normal banking services are pot available..The banking operations of co¬ 
operative banks are regulated by the RBI Rural Planning Credit Department and RBI Urban Banks 
Department, There have been Instances when co-operative banks have not been following KYC guidelines. 
On some occasions, co-operative banks have resisted giving Ihformation to the Income Tex Department. 


3,20 Corruption of,'and In, the private seotoris an issue not much In public focus or debate. Corruption 
flows from private motive or greed* fuelled by discretionary-powers vested -In an office empowered to 
distribute resources, goods and services to public. Dishonesty jn private sector, for private benefit or 
profit* Is largely responsible for bribery, siphoning of public funds and leakages In'publlc expenditure, ft 
also results )n conspicuous consumption, money laundering and sustenance of the black economy. The 
way to deal with private greed is to design well-laid down rules end regulations, end ensure their proper 
enforcement and transparency in decision-making with out com promising trade interest. 

Financial market transactions 1 


3.21 Whiile some sections of the financial markets have become better regulate many sections 
remain relatively unregulated. Advances in technology provide possibilities of better reporting systems. 


3,22. Investments are made in the secondary share markets'with e view to capturing gains. In this 
market, put of nearly 8,000 listed companies, several scrips are not traded regularly. With the collusion of 
promoters; so me brokers arrange for pricefs) with purchase of such scrips at nominal costs, and sales at 
exorbitant prices, with a view to receiving money on sale as 'capital gain 1 when the long term gain is 
subjected to a 'nil'or nominal rate of tax. The advantage for manipulative taxpayer jsthat he can launder 
such sale receipts through payment of no tax. - n „ 
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3.23 Often price sensitive information Is obtained and the sain is sought to be made on the basis of 
asymmetrical information, involving ‘insiter'-tradihg'and also ‘fronting', through Intermediary companies, 
which hide the Individuals behind the corporate'vell. Though SEBl Is an effective regulator, instances of 
'insider-trading' or 'fronting' are not unknown. Though thd stock-exchanges have internal audit, 
Intermediaries ere permitted to msk^ genuine corrections 'In the fast fifteen minutes, in respect of 
transactions entered Into by them. However, instances of collusive corrections being made by brokers for 
obliging clients, using the term Tat finger 1 for collusive'deals, usually'losses have been reported both in 
the share and derivative segments of the stack market, 'Dabba-treding' or trading outside the recognized 

stock exchanges, similarly contribute to the parallel economy, , ■ , 

- -! • • • ■ 

Ton & JewatlorV transactions 

, ' i 

3.23 When controls were removed, smuggling 6f gold reduced and legal imparts In creased. As per the 
World Gold Council 12 In the twelve month period ended Q-3,2011. the consumer demand for gold in India 
stood at 1059 tonnes, valued at US S 50 billion approx, as^agalnst 008 J.tonnes for Greater China, 213.5 
for the USA and the world total of 3427.4 tonnes. According 1o WGC estimates 13 , India holds over 18,000 
tonnes of above ground gold stocks, worth over US $300 billion {nearly 2/3* 'of India's current GDP) and 
represents 11 % of gold slock. The easing of import duty has reduced .the Intent of Illegality but owing to 
socio-cuitural reasons of Indian society, the economic Impact of gold remains. As most of the bullion and 
Jewellery Is Imported, ft puts pressure on the balance of payments position, and iS'also open to misuse by 
Illicit transfers abroad, as gold imports are 11 % up In farms of tonnage and 44% in terms of value from 
January to September, 2011, At $37 billion, so far in th9 year, it has disproportionately increased the 
Import bill in FY 2011-12 and also adversely-impacted the balance of, payment, Schemes for Importing 
gold and re-export after value-addition are abused, when gold is diverted .to meet domestic demand* 
Another possible reason 1$ that deposits in banks - either in savings accounts or In fixed deposits or 
mutual funds do not guarantee e. rate of return that would protect the value of investment and have thus 
made gold a natural choice for Investment as it ensures appreciation as well as liquidity* For the country 
as a whole, high Import payments contribute to making the current account deficit larger, creating Inflationary 
pressures and making Imports more expensive in rupee terms* 

i • 

3*24 For the reason that gold has high intrinsic value, ft Is preferred as an asset cl ass for hiding'black' 
Incomes even in times of high Inflation or uncertainties plaguing the econo my, and despite chargeabllity 
of jewellery, gold and bullion to wealth tax. The Investment in gold Is unproductive as, instead of Imparting 
momentum to the economy, citizens in India hold on to such sterile investment for capital appreciation 
and financial security. , 

Cash e cono my a nd use of co u nte rfe It curre ncy 

i 

3.25 ‘CaslV as an asset has its own demand* However, In large cash economies, such as Indie, counterfeit 
currency poses a major threat to the economy, Countries have attempted to check counterfeiting of 
curre ncy notes, as It disrupts smooth commercial transactions and has a multiplier effect on mainstream 
economy, India face's this problem, es'immigrants become carriers for small amounts, The Indo- 
B—nladssh, Indo-Paklsten and Indo-Nspal borders are targeted for this purpose by agencies Inimical to 
t jterests.of India. ' ; 

3.25 The demand for currency Is determined by a number of factors such as Income, price levels and 
opportunity cost of holding currency. Currency Is also used as a store of Value, particularly in countnes 
with fow inflation or large ‘shadow 1 economies. As per the RBI Annual Report, for 2010-11, there was 
acceleration in currency In circulation in 2010-11 owing to increased demand on account of economic 
growth, high inflation and low yield on deposits for most pert of the year, 

14 Scurcs: Thomson Reuters GFMS . . 

13 ‘India: H«art of GoM Revival - report cf World Gold CcunpH {WGC), 2010, 
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=H 2 J,^f~ ^ E ' C3 - re f! eKk! th9 lnorease and “PtwnU In (he currency to GDI? ratio. It may be pertinent to 
add that value as we I as volume of the bank notes son tin use. to increase: In a comparisonover three 

SuhTawf i™ThT kh ,able 1 that . the value of bar * notes outpaced that of volume, .-effecting the 
continuing shift towards high denomination notes, particularly (hose of Rs.i ,000 and Rs.500 in value, 

3.28 The use of currency is attributed to three reasons by the RBI jntts Annual Report, Firstly Inflation 
rema ned high, often In double digits, in respect of commodities such as food grains, pulses fruits and 
V n !ftobl^andrnUkrdbirino * Yrs. 2009-10and JOtwi-where transactions are «Sio™ cSSS 
tnTor Cr>d al1 '^ SCtlvllies In nominal GDR Inc-eased from 17,$% in 2003-09 

H /Vuf^^ yh .' here was 3 steD_up in rfia| eoohomic'actlVLly from 6.8% In 200&-09 to 
.5% jn £010-11, Thirdly she interest rate on bank deposits was generally to war than inflation durfrm 

L T pry ' n0 ? ne90llv& rea ! rst9 of return cn rfeposiia. The RBI in its latest annual report has 
a rlbuted the growth ancl serength in the cash aGonomy to factors Jfka accele'ratlan in per capita reaI GDp 
growth, commercialization of agriculture, urbanization arfd availability of higher denomination notes. 

3.29 India had & large cash economy due to dependence on agriculture-, and existence of non-formal 
sector and insufficient banking Infrastructure. Further, the RBI has attributed-the growth and strength In 
i h rt S ^l h economy to'factors like acceleration In per capita res [GOP growth commercialization of agriculture 
and urbanization and availability of higher denomination notes, ha recent judgement delivered by Hon'ble 
Kerala High Court , the Court has suggested putting restrictions on.possesslon and handling of cash 
above certain Irmlts, In an earlier case, Hon'ble Supreme Court had'also observed* 5 that The hatfar ? is 
racing terrorist threats, Transportation of large sum of money is associated with distribution of funds for 
terrorist activities, illegal pay offs , etc. There is also rampant circulation of unaccounted black money 
destroying the economy of the country" Further, “Money which is drawn from a Bank and legitimately 
belonging to the carrier, may stilt be used for an illegal purpose, -sa/fd' pay fora Grime or to fund an aot 
of terrorism, it may also be used for a routine fkegai function j to make parfpeymenl of sale consideration 
for a property In ca$h t so thatthe M price Is hot reflected in the sat* deed'resulting In evasion of stomp 
duty and registration charges and evasion-of payment of capltaigsirls and creation of black money , The 
carrying of such emge sum, itself gives rise to a legitimate suspicion." The'Court concluded that, n Any 
bona fide measufe'k taken in pubiic interest end to provide public safely or to prevent circulation ofbiack 
money, cannot be objected bs interference with the personal liberty orfreedom of a citizen 

1 B H 

3.30 In recant years, the social sector expenditure by the Government particularly In rural areas In 
schemes like MGNREGS, ate., have also'boosted demand, for cash when the currency to GDP ratio 
peaked, The main difficulty with such transactions is that they have Inadequate audit trail leading to 
leakages, estimated by developmental economists to vary between r 1-5%.knd 40%. The oversight reties 
generally on financial audit. Increased currency use ( TABLED Mb a' : fast.g rowing economy is Inevitable 
yet facilitates tax evasion, only underlying the increasing importance.bf proper adherence to KYC norms 
erra reporting of large value transactions tor tax purposes, l ' 


3.31 The Banking £ash Transaction'Tax (E3CTT) was In operation‘earlier to regulate large cash 
withdrawals. At the beginning of the Year 2Q.12, the central banks across'the world, Including USA, Brazil, 
Australia, South Korea, Indonesia and Thailand, have pledged ip bring down repo rates and release 
r liquidity Into the system In the face of falling global growth expectations 16 . Such liquidity could'flow 
II ,isky assets in the form of higher yielding currencies, like the Indian Rupee. Artificial liquidity Is not 
desirable, as markets would be prone to using iVfor speculation and that would mean rising ass&t prices, 
with Inflows in Indlq likely to Increase. 


3.32 Demonetization of high denomination currency notes is believed to be one of the methods to ‘kill' 
the extant black economy, and to curb the generation of black money. In India,- demonetization was 


11 P.O r Atrgherri v. CtT (Central), Cocnfn Cross Objection 112^2006 fin |TA 3Z3/2003 daidd 16 . 1 2,zaps 
>l Rajendrsn Chlnp&ravqkr vs. UoFIn CAN*. 7&14 or 2CCS; ORDER DATED Ngvembe; 24, 2300 fSZD |TR 1) 
14 Med la. Sports 
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implemented In 1946 and 1073, Experts Have criticized that demonetization did rot achieve the objective 
“fiatlon over the years and a large cash economy retires higher denomination 

currency notas to kwplhe cost of monetary management of tha economy low. 

, r , , 1 1 

Trade Based Money Laundering 1 ' 

(T-ntltyor quality'of Imports or exports, ■ „' \ 

T ii* lniemat^nal trade system [ssubjection wide range of risks and vulnerabilities, which provide 
unscrupulous entities the opportunity to launder money. The relative attfepllveness of the Internationa 

trade system' is associated with: 

a) Th a enormous volume of tra de flom, wh I ch obscure s i nd Ivld u al transactions a rid provld as abo nd ar.l 

opportunity to transfer value across borders; , , 

0) The complexity associated with (often multiple) foreign exchange transactions and recourse to . 
diverse financing arrangements; 

c) The additional complexity that can arise from the practice of mingling (licit funds with the cash ■ 

flows of legitimate businesses; •: 

d) The limited recourse to verification procedures or. programmers in order to exchange customs 

date between countries; and _ 

e) The limited resources that moat customs agencies have to detect illegal trade transactions. 

For example, a foreign parent company could use n y income from the operations 

goods'andsetvioas that it exports to Its foreign ttS ftwlon 

of the affiliate In a hlgh-tax jurisdiction to Its parent comp any'in 

S^fpaymamf SIKSt. to anonymity to avoid overpricing due io identlflcallon 
bt interest of large corporate in new buslhess area- 

3,36 C omp en I es a nd ; In divid uals . a ‘ s ,» 5^ ^ rpoliteaToris^VA cSmmo MeSue used to circumvent 
protect theirweelth against the ^underrtnvalce' exports. The primary method used Is 

currency restrictions Is to bver-lnvoi* 'Ss Bv compering discrepancies! between the value of exports 
the falsification of Import and w P ort '"™'“ s s f. V °° rted P b y its key trading partners, the quantum Of money 

3.37 ln",heMaa of V» na,8rpr l^:0^ ^“Ta^VTtMnlcuafotnS^u^n m^n/^Bses can also 
allocation of income between e,a ' e ( ^ a . r ‘ , ! 1 s ' r ^ r .‘ du | eni , ran5 actions involving a range of money 
involve abuse of the financial system' lhr 1 °’;^ ' str , tao l M to 'launder' tansy usually combine 

systems. 


17 hputa from one 


page 13 of 37 


t 


l 


S.'flff/f ftto.ns-y Cd.Ti.Ti^ee Report, 2012 



3,33 The bfi 3 lc Techniques of trade-based money laundering include' 


{a) ‘ Over-Invoicing' and ‘Under-Invoicing’ of Goods and Services : Money laundering through the 
over-invoicing and under-invoicing of goods and services, which ife one of the oldest methods of 
fraudulently transferring value across borders, remains a common practice today. The key Element 
of this technique Is the misrepresentation of the prfce of the'good or service in order to transfer 
additional value between the importer and exporter Over-Invoicing Of exports is one of the most 
common trade-based money laundering techniques used tq move money. This reflects the fact 
that the primary focus of most customs agencies Is to stop the imponatlon of contraband and 
ensure that appropriate import duties are collected. 

i i 

D ) Multiple-In void no of Goods and Services : Another technique used to 'launder'funds Involves 
issuing more than one invoice for the same trade transaction. By Invoicing the same good or 
s eivi ce more tha n on ce , a mo ney lau nd ere r or te rro rist financier is a b!e to j u stify mu Itlple paym en Is 
forthe same shipment of goods or delivery of services. Unlike over-lnvo Icing end under-invoicing, 
it should be noted that them Is no need forthe exporter hr importer to misrepresent the price of 
the good or service on the commercial invoice. . . ,, 

(0) Q va r.S h lom ant a nd Linda r-S h to ma nt of flood s a n t) Sa rvle ss: In addition to manipulating export 
and import prices, a money Eaunderer can overstete or ufidefState the quantity of goods being 
shipped or services being provided, In the extreme, an exporter mfey not ship any goods at all, but 
simply collude with an importer to ensure that all'shipping antf customs documents associated 
with this so called ''phantom shipment" are routinely processed. E3 a nk£ and Other financial institutions 
may unknowingly be Involved in the provision of trade financing forthese' phantom shipments, 

Mj Falsely Described Goods an^ Services : In addition to manipulating export and Import prices, a 
money launderer can misrepresent the quality of .type of, a 1 goodor service, For example, an 
exporter may ship a relatively Inexpensive good and falsely inypioe It as a more expensive item or 
an entirely different item. This creates a discrepancy between what appears on the shipping and 
customs documents and what Is actually shipped. The use o.f false descriptions can also be used 
In the trad e : in services, such as financial advice, consulting services and market research. 


Generally, cases of over-invoicing or under-invoicing primarily designed to gain a tax advantage 
are considered customs fraud as also other manifestations as abound are also scheduled offences 
under PMLA for laundering of money linked to cross border trade, ■ + ., 

3 39 Misuse ofrexport promotion schemes such as drawback, Duty EHfltlement Pass Book'^EPB), 
Duty Free Import Authorlzailon [DFiAj/VIshesh'Krishii Gram Lfpa} Vojana (VKGUY) r etc, also lead to 

generation and flow of 'black' money, Several cases of forgery Af * xp ?. rt . p !? r ll? 1 olS of 

licences, meant to claim duty exemption in imports have bean detected, which highll^ 

'black' money generation and movement. Smuggling of goods and contraband items, FICN, drug ^“Ina, 
arms deals and other Illegal activities thrive oir'black 1 money. Illegal trade and movement of such goods 
is facilitated by the use of black money and In turn generates ir.or^black'money. These ^ |vLt ^' ^ 
their veiy nature, are clandestine and can only operate through the use of black 
j ;| 0 ted at each' h and every level of smugging and illegal trade in such goods generate black money 

wrnoh forms a part of the 'parallel 1 economy, " , r 

3.40 Indigenous manufacturing KlMta and units am also important ^raas hr tha 
movement of black money..Many of the small manufacturing wt* «r*'llegii1, Jam m2 
activity is never reported. All related transactions are in cash, Clandestine removal of goods from the 
Central Excise registered units and the production and distribution of goods In the unorganized sector is 
another source of generation of black money at the domestic level and “ to o 

CENVAT Is an other'major area which accounts for significant evasion of tax and illegal movement of 

goods and generation of false Invoices, ^ ■ .■ 1 


Cr 
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3 r 4l Evasion of service test and gone ration pnd movement of money in the services sector is el eq an 
area which needs to be examined in detail. Payments for majority of the services are still made in cash 
and many such payments a re not accounted for and no blit Is issued against the provision of such services, 
thereby facilitating the generation and flow of “black 1 money. The magnitude of ‘black! money involvad In 
such cases is expected to be huge as the sheer number of such service providers and their consumers is 
very large. For example, most of beauty parlors and hair cutting salons .do not raise any bill against the 
services* provided by them. Moreover, .most of such services .e^e in’the unorganized sector. In cases 
where credit'again si payment of service tax cannot be claimed, th$ service provider and the consumer 
■nay agree to suppress the'actual amount paid for providing the sendee. The amount operand above bill 
B r -mt Is thus the 'iblack' money generated In such transections. For example, an architect may gat into 
s an arrangement with a builder. l , . ■ 

NPQ SECTOR 

3,42 Mis u so of tax exemption p revision sunder sections 10(21), 10(23C) & 11, a n d m anip utatiofl s I n 
the claims of deductions, especially under sections 35 and 600 of the Income Tax Act are among the 
sources of generation Of black money, India Is a member of the Financial Action Task Force (FATF), an 
intergovernmental body which develops end promotes policies tb protect the global financial system 
against money laundering and financing of terrorism. One Of the areas of focus of FATF is safeguarding 
Non-Profit Organisation (NPO) sector from risk and misuse in mpriey l f aun tiering and terror financing. An 
NPQ Sector Assessment Committee constituted under the Ministry of Finance has reviewed the existing 
control and legal mechanisms forth© NPO Sector end suggested various'measures for improvement 


PARTICIPATORY NOTES 

3,4 3 A Pa rtlcl pato ry N ote (PN) I a a d e rivatlve 1 n stru m ent Issu ed 1 n f ordlgn juji sd Ictl o n s, by a Foreign 
Institutional Investor (Fll)/ sub-accounts or one of its associates, against underlying Indian securities. 
PNs are popular among foreign Investors since they allow these investors to earn returns on Investment 
In the Indian market without undergoing the significant cost and time implications of directly Investing In 
the India, These instruments are traded overseas outside the direct pilrvlew of Securities & Exchange 
Board of Indie (S^BI) surveillance thereby raising many apprehensions about the beneficial ownership 
and the nature of funds Invested in these instruments. Concerns have been raised that some of the 
money coming Into ths market via PNs could be the unaccounted wealth camouflaged underthei guise of 
Fll Investment SEB1 has been taking measures to ensure that PNs are"not used as conduits for black 
money or terrorist funding. As per SEBI regulations, PNs can be issued to only these entitles that are 
regulated by an appropriate regulator in the countries of their incorporaton and are subjsctto compliance 
of "Know Your Client" norms. Fils are also required to declare that thdse PNs have not been Issued 0 
Indian residents or non-resident Indians. Entities Issuing PNs are muted to submit to SEBI s* 
report which Includes details of subscribers and details of securities underlying PNS. Though the l^mjaton 
sought from Fils issuing PNs are being submitted regularly, the reporting requirements mandated by 
SEBI presently do hot capture details of ultimate beneficial owners of these instrument. 
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IV. EXTENT Of 7 BLACK MONEY [N INDIA AND ABROAD 
Approaches to estimating the size of the black economy 

Thors is no uniformity of methodology or approach, or certainty jdf estimation relating to 'black' 
money, The main difficulty arfses on account of the fact that the 'black'economy exists in the shadows. 
There is, therefore, wide variation lr the figures reported as estimates are required to be made in indirect 
ways. The 'shadow' economy is no; distinct, and the 'parallel' economy gnmeshes the white economy. 
Different methods'ad opted have thee own limitations, " h . 

4.2 One of the methods fs the input /output method. There fo “e/wh ere the Jhput-output ratio is known, 
the output can bo estimated. The method consists of using this ratio along with the Input to calculate the 
true output. When this is compared with the declared output, the difference between the true output and 
the declared output represents undisclosed output of the shadow economy. This method is deceptively 
simple and, though it may apply more appropriately to the industry sector. Ignores the fast changing 
technological breakthroughs, which in turn cqntriouteto the .changing output input ratios. The method is 
difficult to apply in the context of countries where the ternary sector grows'at a faster pace compared to 
the primary end secondary sectors. '. .' " , 

- I * H * 

’ hi LI I 

'4,3 There 13 another approach - that of the monetarists, which is based bn! the fact-that money Is 
needed to circulate Incomes In both ‘black and the 'while' economy. As the’official economy Is known, the 
difference between this amount and the money in circulation could bo assumed to be the circulating 
'black 1 component. In one model, the velocity of money (that fs.to say't.he' number of times currency 
moves in a'year) enables the estimation of income circulated annually. A comparison of this with the 
Income captured in National Accounting System '(NAS) gives the. income not captured, which is the 
'black 1 Income generated. The assumption that MAS represents 'white' incomes Is not always true - all 
incomes which are not captured in NAS are not 'black' Incomes — 'for In stein ce./in comes of the large 

unorgahlzed sector. ■ .. 

. ■ ,, . ■ 

4A The Survey Approach nepreSents^yet another method, wherelh.sample Surveys are carried. They 
may be on the consumption pattern of a representative sample, 1 "which Vthen compared with the total 
consumption Df the country. Sometimes, such surveys are carried to check illegal activities prevalent in a 
certain sample. In this method, the problems are of a truly re presen fatWs am pis, unambiguous set of 
questions, the willingness of persons in the sample size torevea] J tnJe facts implying a certain comfort 
level with the Interviewers - as no one wants to admit any Illegality before strangers. 

£.5 There is also the 'fiscal approach' method, the undertying basis 'of which Is that the economy 
comprises of several sectors, with each havng its own sets of practices. The contribution of these sectors 
is separately worked, which when added would'give the size of the entire 'black- 1 economy, However, the 
manner of,Identifying the 'black component' in these sectors anc" assumptions suffer'from inherent 
subjectivity of the researcher. This method ha's been used In .various surveys. 

;Mlmates Of Black Money 

■' ■ ■ 

4.6 Attempts have been 'made in the past to quantify 'black 1 Income In indie. Broadly speaking, the 
estimates made sofarhave followed two district approaches: ■' 

(i) Kaldor's approach of quantifying non-salary incomes above the exemption limit of Income-tax. 
The Difect Taxes Enquiry Committee (i.e, Wanchoo Committee, 1971) used'this method with 
some modifications in the report India Tax Reform (1956), and' 

(IIJ Edgar L, Feige method of working out transaction-income on the basis of currency deposit ratio 
and deriving from it the 'black' Income of the economy. , L 

- h 
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Ksfcfor'a report 


4 J ^ Kaftfor in his report 111 estimated the non-salary Income on the bS'sis of the break-up of national 

income intot 

i 

fi) Wages and salaries, . ■ 

(II) Income of the self-employed, and ' r , 

(fii) Profit, inieresti'renietc, 

M Excluding yfagss and salaries from the contribution to net domestic product, he derived total non¬ 
salary income, Fdr.vartous sectors of the economy, on the basis of assumed proportions of non-salary 
mes above the exemption limit, Kaldcr estimated such non-salary income. Ah estimate of the actual 
r. v . (-salary income assessed to tax was made for each sector fn order to arrive at the total non-salary 
Income assessed to tax, The difference between the estimated non-salary income above the exemption 
limit and the actual non-salary income assessed to tax measures the size of the 'Mack' Income, 

Wanchoo Committee*® estimate 


Direct Enquiry Committee 19 followed the method adopted by Kaldor with suitable 
modifications. It estimated assessable non-salary income for the year 1961-62 at Rs. 2,586 crore and 
non-salary income actually assessed to tax to be of the order of Rs. 1,B75 crore, Accordingly, the income, 
wh ich a s ce p ed in co me .tax, wa s of th e o rde r c f Rs> G11 crore. Th is e stl mate of tax *e vad sd i nco me re q ulre d 
some adjustments because of exemptions and deductions allowed under the IncomeTsxAct, After making 
the rough adjustments, Wanchoo Committee found that '‘the estimated Income on v/htch tax has been 
evaded (blsck income) would probably be RsJQO crore snd Rs. 1 t 000 crore for the years 1Q61-62 and 
1965-68 respective!/, "Projecting this estimate further to 1968-69 on the basis of percentage increase in 
nations! income from 1961*82 to 1968-69, the income on which tdx was evaded tor 1968-69 can bs. 
estimated ef a figure of Rs r 1,8G0 crore* 

■ i 

Rangrtekar's estimate 

4.10 Dr, D.K« Rangnekar, a member of the Wanchoo Committee, dissented from the estimates made 
by the Wanchoo Committee, According to him, tax evaded ihcome for 1061-62 was Of the cider of Rs.1,150 
crore, as compared to Wanchoo Committee's estimate of Rs, fill crore. For 1955-66, It was Rs.2,350 
Crore, against Rs, 1,000 crore estimated by the Wanchoo Committee..The projections of'black' income 
for 1&6&-89 and 1969-70 were Rs.2,033 crore and Rs.3.080 crore respectively, 

Chopra's estimate 


4.11 Mr. O.P. Chopra, a noted Economist, published a series of papers 20 cn the subject of unaccounted 
income. Ho prepared a series of estimates of unaccounted Income (black income) for a period of 17 
years, i,e,, 1900-61 to 1978-77. Chopra's methodology marked a significant departure from the Wanchoo 
Committee approach and as a consequence, he found a larger divergence in the two series from 1973 
onwards when the income above the exemption limit registered a significant increase, The broad untlshying 
assumptions of his methodology are; 

Only non-salary Income is concealed; , l 

\n) Taxed other than Income-tax are evaded and the study i's restricted to oniy that part of income 
which Is subject to income-tax. Thus, tax evasion which maybe due to (a) non-payment or undar- 
psyme nt of excise du ty r (b) s'a ies-ta x, (c) customs dptle s, or (d) s u bstltuti ng ag rl cu I tu re I i ncom e for 
non-agrlcultural income, is not captured; ' - ■ " ", 

fiii) The efficiency of the tax administration remains unchanged; 

11 India Tax Reform (1958) 

11 Aim known as Wanchoo Commlttea, aubmlttatl Its report in Oecorr-ber, 1971 ' 

Economic & Poiticai Weekly, vclvme XVII, number 17 $ 13 in Aprs enc kiey, 19Gi' 
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(iv] The ratiaof non-salary income above tha exemption limit to total non-salary income has remained 

tha same; and ■ 1 

(v) The ratio of noh*$afa.y Income to total income accruing from various sectors of the economy 
remains the same. 


^.12 The crucial finding of Chopra 1 ^ study Is that after 1973-74, the ratio of unaccounted tnoome to 
assessable non-salary Income has gone up, whereas the Wenchoo Committee assumed this ratio to 
have remained constant Asa consequence, afteM 973-74- there is wide dlverg&ncebetws&n the estimates 
ofWanchoo Committee and those of Chopra- Chopra also corroborates the hypotheses that tax evasion 
Is more llkefy to bsresoned to when tho rate of tax Is comparatively high, His'findlngs also support the 
thesis that increase in prices leads to an increase In unaccounted Income. Further; he has given a 
s, . a . ,ificant finding the t fu n ds a re dive nod to no n taxab le a grlcuft u re's e'etor, to cd n ve rt un acco u n ted {bl a □*) 
income Into legal (white) income, Chopra’s study estimated unaccounted income to have Increased from 
Fts.916 crore in 19G0-61, i.e. 6.5% of Gross National Product (GNP>at factor cost, to Rs.8,098 cmre in 
1 *76-77 (11.4% of <3 WP). r 

■- ' j . 1 ' ■ 

NIPFP Study on Black Economy in India ,, 

4.13 National Institute of Public Finance and Policy (NIPFP) conducted a study 11 under the guidance of 
Or H $< Acharya. The study defines r blaok' hiorisyas aggregate of incomes which Is taxable but which is 
not reported to tax authorities. Tho study, however, gives a broader definition cf ’black’ Income and calls 
It as "unaccounted IftGomd' for purposes of Clarity. As there Is lack of sufficient data, the NIPFP study 
follows 'ti,e minimum estimate approach" that is to say, 1 not being able to ascertain the most probable 
degree of under-dsclaration or leakage. the study uses a degree of under-declaration which could safely 
be regarded as tho minimum In the relevant sector- in several cases the study has also made use of a 
range rather than a single figure of undar-estimatbn. ■ 

4 r i4 While preparing the estimate cf J black' income, the study excludes incomes generated'thrcugh 
illegal activities like-Smuggling, black market transactors, acceptance ^ bribes, kickbacks, etc, To prepare 
a global estimate .of black income, the study confines itself briefly intcj.sls areas:- 

d) factor Incomes received either openly or covertly while participating in the production of goods 
and services; " ■ 1 

(II) 'black 1 Income generated In relation to capital receipts on sal© of'aSset; 

(iii) 'btack 1 income generated in fixed capita! formation in the public seder; 

(lv) 'black' Income generated In relation to .private corporate sector; 


(v) ’btatk' Income generated in relation to expert; and 


(vi) 'black'income generated through over-invoicing of imports by the Private sector and sale of import 
Hearses, ■ , 

i 1 

4.15 Afler aggregating,the differant components of 'bIack' in go ms the 1 Study qgantlf led the ext©nt of 

r b!' r 1 money for different years as'under- , ■ 


■. Year ■ E-atlmate for black ' , %ageofQDP 

' money (Rs In Crore)_ 1 


' 75-76 

——.—■- i, 

9,958 toll, 870 

'15*013% 

eo-ai 

20,362 to 23,678' 

■; 1 a to 21 % 

83-84 

31,584 to 36,764 ; 

18 to -21 % 

.. w ■ '----- 


r - Study commissionsd In 19S3 was completed anc Report submitted ip Ma'Ch, iSCS 
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!h dofflc^frr NIPFP study end Gupta 1 * method, Ho estimated^ extent of "black* Income to be 
Ouyjut 35% for the year 1990-&t 5 40% for the year 1895-95. 


4.16 Thus. It cart bo said that though "Week 1 money exists to n substantial extant in our economy it* 
Quantum cannot bo determined exactly. r 

International estimates or black economy 

■ 

4.19 The estimates In studios done by economists employ assumption* for medals* end cannot be 

ciPfetf icfentiTtC. The 'black' economy exists In shadows. At the 'shadow* economy ft enmeshed In the 
VJlte economy, the traces ft leaves era used to detect and estimate the sire of the ‘black’ economy by 
tfiffemm methods, aome of which have been discussed above. Each suffer* from Eta own limitations The 
last offlcfat study was done at the behest of the Wnlslyof Flnsnce'by-NlPFPIn 19S5. The alternative 
estimates of black* Income for the decade prior to 1966* compiled in the NIPFP Report fTABlE*011. 
show the extent of variation In the estimates. 1 : 

- i * 

4.20 The black', ’shadow* or \mdorground 1 economy is el the money end foes generated outside the 

official economy* whether legally or IHegely. A moot question may be how India compares with other 
countries In the world, fn more then fifty countries around the world* such economy Is at least forty 
percent the itz* oithe documented £D,P, Though nailing down shadowy numbers Is difftcufL, u par Or 
Fm Id rich Schneider of Austria's Kepler University of Ll zz, who co-authored a report* 1 (with Claudio 
Montenegro of the World Bank), the margin of error factored mtolhe reports Is 15%. At one end of the 
scate Is U.S.A.* where the ’shadow 1 economy ecuaffed onfy’8% of [he country’s official economy. On 
the other end in percentage terms, the biggest'unde rg round’econo my relative to the official economic 
ectMty Is the former Soviet republic of Georgia, with the 'shadow* economy being os high «s 72,5%. 
The higher the component of such economy, the more the Government loses on revenues Itcoutfl use 
to Improve Infra structure, reduce dlspa rities In Income and provide be tear education end heel th services. 
Greece has a'shadow* or "underground 1 economy equeriing 31% of &D.P. as oar aleter report,” One 
no table feature Of their report Is that from 1998 to 2007 ’shsdoW'ecohomies oppear to have risen for 
every country. The reason attributed it the Increase in taxation and Increasing regulations, Howpver* In 
case of Peru, apparently the huge ’shadow* economy arose from 1 growing urbanization end mart 
commerce. Patently Ksgai activities, like drug trade. burg to 7 ;toapping swore net fnduded for purposes 
of their report, Whet was Included was "ell market based legal production of goods and services that 
err ncealod from public authorities" to avoid payment of taxes. Regardless of what taxpayers may 
tlkt „ ueJove, SchnoWer andoo-euthort suggest not rneroty effkfeni tax coftectfngerjd lighter regulation* 
out also to find • way to make work in. the official economy more attractive end thereby reduce the 
Incentives to participate In the ihndow world, ’ ‘ + 


0 “Bbtf hcomi Sag* P^tettiora tdTori) 

" *Tne fttoV Gcanomy m mat' (tdrw r tdtort) 

** 'SntSCw Eeonom'e* of tSO Count*)' - pu&tj.'wS prlcr lo tha report <4*3 

** Frt*Crtc!i SchnatftrS Andraa* Puttin 1 Claudio a, Montenegro* JfJIO " ihaMow Ccenoffitea A>ov*t tin Woftd: S*w 

gittnifttforltZ C«iT»ufn frpffMttl ta JMT. " WorHrmPitttta welJJ, UrtVtfVtyHChS*. 0*p*rt-nenl 6 * Economic* 
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r , ' ' ' S ° hr f; der has estimaIed :hB EKe of 'shadow economies using (ho DYMIMIC and 

Curfanc/ demand method for developing, emerging and developed economies. The size of 'shadow 
econom.es of 28 Asian countnes In the years 1899-00 to'2002-03 ( TABLED shows that the 'shadow' 

y° now y ' nd ' a '* below the * v « fa 8 9 of fhsse countries, although the pattern of marginal annual 
ncrease of shadow economy to the $DP ratio fn the three years Is common fo most countries, including 


Illicit financial flows from India 

4.22 Another rmportent aspect which merits consideration Is the Illicit finance flows of 'black* money 
ro nsfars from India since independence, Orrthe one head there has been'lntense speculation on Illicit 
,c al flows from India and on the other hand intense attention In the media has heightened the sense 
ot public awareness arid concern on the nea.d to curb such,g?neratlon:?nd'outflows. Though no official 
studies have been carried out in recent years, Dev Kar of the Global PinandaMntegrily Ce.ntre for 
International Policy, Washington estimates that since Independence, a total of US $ 21-3,2 billion was 
shif.ed out of India between 1948 and 2008, which constituted 211 16,6% of India's GDP at’the end of 2008. 
In hi$analysis, the researcherohthebasiscf data, confirmed that econdmiccefdrms since 1991 had fed 
to master growth, though such rapid economic growth in the post reform period led to more skewed 
income distribution. In the post reform-period, the paper also indicates tlisit faster economic growth appears 
to go hand fn hand with larger illicit flows and worsening of income distribution. Since 1991, with more 
trade openness, the size of the external trade to GDP doubled from 10.3% to 21.7%, which showed 
statistically significant open ness end was positively related totrade-mls-invoicing. h Ihe paper a simulation 
model identifies sets of complex drives, namely, government deficit; inflatiop anc' inflationary' expectation; 
structural factors such as Increasing trade openness, faster ra* v es of economic growth, their impact on 
Income distribution and overall governance captured as a measure otand,srground economy. Illicit flows 
are also driven by the desire to hide Ill-gotten wealth. The corollary of increased trade liberalization 
provided more opportunities to re/ated and unrelated ccmoanfes to fdls-lnvolce trade, which Support the 
view that economic'refoim and liberalization j £ needed to be adopted with strengthened institutions and 
governance, if governments are to curtail capita ('flight, fn other words, deregulation without oversight 
v/oufd not prevsnt abuse of international trade for transferring capital.abroad, Kar also suggests that 
proposal to get money secreted abroad back into the country through amnesty for offenders to return the 
money by a certain date failing which a huge penalty-end prosecution-would follow, wpufd be a non¬ 
starter. Such tax amnesty does nothing to encourag'B persons.having secreted money abroad to bring It 
to the country as thpy are not subject to any,tax in the first place.Anyiatte.mpttodecrarosuch illicit funds 
secreted abroad through an unilateral government declaration would afso fall flat, as such a declaration 
would not materially change matters. The funds would continue to be illicit as before while their owners 
would continue to have access to such funds outside the couniry in full co-operation of secrecy Jurisdictions 
without any knowledge of Indian authorities. 1 

Study commissioned by Government of India {2011} 

4.23 Th e G ove rn me n t ha s comm iss loned fre S h study o n.u ns cdo u n te d income / wea Ith bo th I n side a nd 
oum'^lhe country, bringing out the nature of activities engendering money,laundering’and Its ramifications 
or. jonel security to be conducted by three notional-level Institutes, viz. National Institute of Public 
Finance and Policy {N1PFP}, National institute of Financial Management (NfFM) and National Council of 
Applied Economic Research (NCAER). y - r 


The terms of reference of the study are as under ; ■ , 

(I) To assess/survey unaccounted income end wealth both Insfdo and outside the country. 


* An emolrfcal s’udy on me transfer cfblecK money from India 1948 - 2008 - Dev Kar from economic &nd Polifrcal WaakJy 
April 9, ?Pti -VoLXLVI No.15 ' • 
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the 


W » natUf « of aelMtles sundering money laundering both inside end outside' 

country with its ramifications oh national security. 

ify i mpOI I»? t:St,C ? rs ° f 9CDnilmy in wilieh unsccounied-money is generated and examine 
causes and conditions that result In generation of unaccounted money. 

( ' Vt 9 " ermi0n ° f ^ ^ ™ i0 " ° f 

(V) ° f " n,CI '“.^'"0 

(vi) To suggest methods to be employed for bringing to tax' unaccounted money kept outside India. 
.(vii)To estimate the quantum of non-payment of tax due to evasion by registered corporate bodies, 
The study is expected to be completed by September 2012, 
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v - EXISTING LEGAL PROVISIONS AND ADMINISTRATIVE MACHINERY 

TO DEAL WITH BLACK MpNfeY « 

' As * he sources of generation of black money, and the forms it t&kes, vary, there can be no single 
or omnibus law to deal with the menace. The legal framework against black money generation and its 
control Isj accordingly, dispersed In penal laws, economic laws, tax laws and various regulatory 
mechanisms, and the concomitant administrative machinery.to enforpe these laWs and regulations. 

LEGAL PROVISIONS ' 1 ’ * 

i 1 ■ 

5.1 Income Tax Act, 1961 

i 1 , i i 

Section 131: The powers u/s 131 of IT Actare coexistent with that 1 of s. Clvli Court trying a suit, 
Under Section 30 of CPC read with Rule 12, 14 & 15 of Order - XI, the powers of a court ara> 

f. Discovery and inspection - order XI ■ - ' ■ ! " 

II. Summoning and attendance of witness - order xVi ' 

■ 1 j 

■ ■ i ■ 

lii. issue of commission to examine a witness ■ order XXVJ { Rujes 1 to 8) 

Section 132: Search can only.be authorized by an officsr of rank of Commissioner or above. 
Certain conditions are required to be fulfilled before authorizing'a search. Powers under section 132 
include power to seize hooks, documents, cash, Jewellefy. other valuables etc and the same can be 
retained for a certain period Of time, " : ■ 

y 1 ' t 1 i" 

Section 133A: Survey at business premises for. inspecting fiooki of accounts, tallying stock, 
verification of cash, etc. " - 

" Section 133B: Collection of Information from tdx-paysrs. \- 

Seetloh 133: Power'to requisition information from third parties', 

' . . ' - 1 s 

l"l _ jl-l, J 

' Section 136: Declares income tax proceedings as judicial proceedings in osse of> 

1. Section 193 of IPC - furnishing or fabricating false evidence; , . 

* i - ■ . , ■ - - . ... 

il. Section 196 offP.C-using evidence known to be false; ■ : 

i 

Lii. Section 22& of IPC-intentional Insult or Intemuptionttopubiic'sery^nt sitting In a judicial prodaeding; 

> ' T . ' > 
lw Section 195 of Cr PC-taking cognizance of an offence,of giving 1 false evidence, fabrication of 

evidence, abetment or criminal conspiracy to fabricate evidence (complaint to be made to Judicial, 
'Magistrate as Chapter XXVI of Or PC is'exduded). ■ r " 

Chapter XXl of the Income Tax Act,1961: Provides for monetary penalties at different rates for 
various defaults such as concealment of Income; failure to comply with statutory notices, flic tax returns 
} sign statements, maintain / retain books of account or documents l deduct / collect taxes at source; etc. 
Me '^um penalty prescribed is 300% for the tax sought to be evaded,' ,■ 

CfiapterXXl! of the Income Tax Act, 1961: Provides for prosecutions against various -Offences 
such as willful evasion of tax; faiiure to furnish tax returns or produce accounts / documents, falsification 
of accounts/false statement In affidavit; failure to deduct and doposk.taxes; etc. The maximum sentence 
is for 7 years rigorous imprisonment with fine . t \ 

5.2 Wealth Tax Act, 1957 > ; 

' ■■ 'I 

The Wealth TaxAci, 1957contains provisions that are at par With different provisions under the llncoms' 
Tax Act, 1961 as enumerated above, * 


I 
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5.3 Senaml Transaction* (Prohibition) Aot •• 

5.3. t Jrr the Implementation of the Income Tax Adit v/as found that many persohs entered into benami 
transactions, to distance themselves from the real transactions. A.beneml purchase is a purchase In 
name of another person, who does not pay the consideration but merely lends his name, while the control 
vests in another person who actually (purchases the property and tie Is the beneficial owner. The Law 
Commission was requested to examine the subject ofbsnami transactions and its ramifications To 
Implement the recommendations of the 57^ Report of the Law Commission, the Benami Transactions 
(Prohibition) Bill was introduced In Parliament, which became Benami Transactions (Prohibition) Act 
after receiving assent of the President Oh ^September, 1988. The hill inter-afla provided for the following, 

vl^ ‘L ' 

a) entering Into benami transactions 2 fter the commencement of the new lav/ will be an offence, with 
an exception for the transfer of properties by the husband or father for the benefit of the'wife or 
unmarried daughters; • . 

D) 'all the properties bold benami will be subject to acquisition by such authority, in such manner and 
after following such procedure, as may be prescribed by rules under the proposed legislation. As 
a result of the provisions of the Ordinance and the prohibition of entering into benami transactions, 
the benamiefar would be acquiring the rights to the property by the mere lending of his name and 
without investing any money for the purchase of such property. Accordingly, it is provided that no 
amount shall be.payable for the acquisition of any property held benamr, 

C) Sections 61 and 94 of the Indian Trusts Act, 1382, shall also be repealed. 

5.3.2 During the process of formulating the rules for Implementing ce'rtajn provisions Of the 1983 Act, it 
was found thaltha provisions of the aforesaid Act were inadequate to deal with benami transactions as 
the Act,/nfera/;a r “ 

► 

(I) did not contain any specific provision for vesting of confiscated property with the Central 
Government; 

(ii) did noi have any provision for an appellate mechanism against an action taken by the authorities 
under the Act, while barring the jurisdiction of a Civil Court; ' ’ ‘ 

n 

(ili) drd not confer the powers of a Civil Court upon the authorities for its implementation, 

• ' , ■ 

5.3.3 In view of the above, a comprehensive legislation became nsde.ssar/ in order to prohibit holding 
property In benami and to restrict right to recover or transfer property held benami and also to provide a 
mechanism and procedure for confiscation of property held benam/, It was, therefore, felt necessary to 
repeal the 1938 Act and enact a new comprehensive legislation to deal with benami transactions. 
Accordingly, a new bill was introduced in Parliament in 2011, which Is under examination cf the Standing 
Committee The Bill, inter-alla, provides for the following:- 

• • » 

(I) It prohibits bene mMranaactionsbyany person .except in thecase of beham/transactionsa'ntered 

Into In the name of spouse, brother or sister or any lineal ascendant or descendant; 

• * ■ 
it provides that bensm/ property arising out of prohibited ben am; transaction Is liable to confiscation 

by the Central Government and'such property shall vest absolutely in the Central Government 

without paying any compensation; , * . 

(lit) It p ro Mbits r Ig ht of t h e bensm/tfar to rfeco ve r p re p e rty he I d benami ' • . 

(iv) ft provides that the Initiating Officer, the Approving Authority and the Administrator shall be the 

• authorities for the purpose of the Bill; , '• 

(v) It provides (hat the Adjudica!ing Authority and the Appellate Tribunal established undpr the 
Prevention of Money-La undering Act, 2002 shall r^spectrveiybe the Adjudicating Authority and 


Pag© 23 of 37' ' 



l- 


Gtectf iVto.risy Committee Rtptf, 2012 


C03 


the Appellate Tribunal for the purposes of the Bill'and any .person aggrieved by an ofder of 
Adjudicating Authority may prefer an appeal to the Appellate Tribunal; 

(vl) ft provides that any party aggrieved by any decision or oriterof'the Appellate Tribuha^msy file an 
appeal to the High Court on any cdeetlon of law; , t .. , 

(vli)it enables the Central Government, in consultation with the Chief Justice of the High Court, to 
designate one or .tots Courts of Session as Special Court or Specie I .Courts for the purpose of the 
Bill; . ■ . 

(viii)it provides, penally for entering into prohibited boner™ transactions and for furnishing arcy false 
docum&nlsifn any proceeding undertho Bill; 

x) it provides fortransfer of any suit or proceeding fn respect of a berfamy transaction pending in any 
Court (other than High Court) or Tribunal or before any'authority to the Appellate Tribunal ns 
orovfdedin the Bill; ■ 1 . 

■ ■ i h • I 

(xj it also proposes to make co n se q'u ential'amendment's In the Prevention of Money Laundering Act, 

2002. L ■ ■ J 

, i 

5A .Foreign Exchange Management Act (FEMA), 2Q02 J? 

Enforcement Directorate takes up investigations under FEMA in specific cases relating to contraventions 
in foreign exchange transactions, generally by persons resident in India, Unauthorized holding Of funds 
outside India by any person resident in India, Is a contravention of section 4 of FEMA. Upon comlngto the 
conclusion of such a charge being established In adjudication proceedings under FEMA, In terms of 
section 13(1} of the Act; a suitable penalty can be Imposed, Furtherjbesldes the imposition of penalty, In 
terms of section 13(2) of FEMA, the adjudicating authority can order confiscation cf the amounts lying 
abroad and direct the bringing back into India.of ouch foreign exchange holdings. FEMA Is a civil law and 
hence no criminal prosecution can be launched, , . 

' " r - 

5.5 Prevention of Money Laundering Act (PMLA), 2002” 

5.5,1 PfolLA Is a criminal I aw which came into fores from '. 7 , 2665 , tinder the schema of the Act, money 
laundering linked to the predicate scheduled offences Is liable fer punishment. There are 156 offences In 
2S different statutes which are Scheduled Offences under PMLA, Section 3 of PMLA defines the offence 
of money laundering. Once the agency concerned with a.predicate scheduled offence registers a case. 
Enforcement Directorate takes up Investigations under PMLA to ascertain the proceeds of Prime generated 
from the predicate offence booked by the Law Enforcement Agency. Iri case, a prlma-facie case of 
generation of proceeds of crime and laundering thereof la made put, PMLA p'rovidas for secure (section 
17} and attachment of laundered properties (section 5). The action pf seizure and attachment is required 
to be adjudged by thb Adjudicating Authority under PMLA (section 8), Tha persons, both natural and legal 
entitles, whb are accused of the offence of money laundering linked fo th.e.scheduled offence can be 
prosecuted In Special Courts as per section 44 of PMLA, Section 4 of, PMLA provides for riborous 
Imprisonment of minimum three years which can extend up to seven years.and a fine of up to Rs,5 lakhs 
on conviction by the Court of persons who have been accused Of the offence Of money laundering. The 
conviction can extend up to 10 years if the Offence Of money laundering Is linked to narcotic trafficking. 
The " H operty attached under PMLA can be confiscated by the Adjudicating Authority (section &) after the 
co. -ton by the Court of the accused In the trial for scheduled offence. In terms of PMLA, the tainted 
proceeds, if found parked overseas, can also be restituted through# Mutual Legal Assistance after the 
coll action of 3 uch evidence through the process of Letter of Requests with the foreign administration, 
Chapter IX of PMLA sets out the procedure for reciprocal arrangements with Contracting Stages for 
seizure, attachment and confiscation of assets found lying oversees, India has signed Mutual: Legal 
Assistance Treaty (MIAT) with 26 countries and by virtue of the provisions of PMLA, Government of India 


aT hp-j;a from CirecLorats Entorcernsnl 
" inputs from Directorate at Enforcement 


Page 24 of 37 



is 


t 


< -Stack Money Commtttae Report, 2012 

' » 

is fully armed with legal measures to get the tainted assets repatriated back to the country on correction 
of persorrs accused of money laundering. Till the conviction, the assets traced overseas can be requested 
to be seized or frozen by foreign jurisdictions. • 

• 

5.5.2 Section 12 of PMLA requires financial sector entitles {banking companies, financial institutions 
and intermediaries) to verify the Identity of their clients, maintain recofds-and report Suspicious'/ cash 
transactions (S7R/ CTR) to FJU-INDl Director. FILNfND Is empowered to conduct Inquiry end Impose 
sanctions against financial sector entitles for non-compliance with section 12. RU4ND conducts analysis 
of information received under PMLA and in appropriate cases disseminates information to relevant 
intervened/ortforrffemeftt agencies, which include Central Board of Direct Texes, Central Board of Excise 
p Customs, Enforcement Directorate, Narcotics Control Bureau, Central Bureau of Investigation, 

'llfferica agencies and regulators of financial sector. 

5.5.3 It may be seen that under both the Acts, l.e. FEMAand PMLA, investigation is initiated against 
specific persons, both natural and legal, and such action is Initiated on the basis of specific information. 

5.6 C irstbms & Na root] c D ru gs a nd Psychotro p Ic S ubsta n ce s' (ND PS) i aws” • 

5 .6.1 The penal provisions under the Customs Act, 1962 are Section 112 (pen ally for Improper importation 
of goods). Section. 114 (penalty for attempt to export goods Improperly), Section 114A (penalty for short 
levy or non levy of duty) under which penalty equivalent to the value of the offended goods can be 
imposed. Under Section 1UAA (penalty for use of false and Incorrect material), oe n alty ecu Ivafentto five 
limes Of the value of the offending goods may be imposed. 

5.6.2 Besides Imposing penalty any person who has contravened any provision of the Customs Act, 
1962, con bo prosecuted for commuting such offence under the provisions of.Section 132 and Section 
135 cf the Act. Under Section 132 of the Act the offender is punishable with imprisonment for a term 
which may extend to two years or with fine or with both. Under Section 135 of the Act the offender Is 
punishable with imprisonment for a term which may extend to seven years. 

5.6.3 Similarly, updor the Narcotic Drugs and Psychotropic Substances (NDPS) Act, 1985, stringent 
penal provisions didst under Section 21 to Section 32 of the Act for imprisonment varying between six 
months and twenty years/depending on the quantity of the contraband and seriousness of offence. In 
addltiontothlsa.flne may be Imposed on the accused which may van/ between Rs.1Q.00Q and Rs.2,$0,000. 
In the case of subsequent conviction death, sentencs can also be awarded under Section 31A of the Act. 

5.6.4 The offences under the Customs Act, 1962 and the NDPS Act, 1,985 are "Predicate Offence" 

under the PMLAct, 2002. Hence the tainted proceeds pcquired by contravening the provisions of the 
Customs Act. 1962 and the NDPS Act, 1985, can be attached and confiscated underthePMLActS2002. 
The existing provisions relating to confiscation and punishments a rs. considered adequate, but the problem 
]g found to lie In havfng proper administrative framework. Implementation and.cooperation among Various 
agencies. ^ 

5.7 Prevention of Corruption Act & United Nations Convention Against Corruption (UNfcAC) 

57.1 The Prevention of Corruption Act, 1988 (Nt>,49 of 1988) has been enacted to consolidate and 
ar f the la w re la ting'to the prevention of corruption a nef f.or matte rs.con reeled therewith. It catae Into 
force with effect from 9th September, 1988. The maximum punishment under the P C Act is i years 
rigorous Imprisonment with fine. This Is less than maxi mum sentence of'10 years for serious fiscal crimes 
such as narcotics and laundering proceeds of crime. •. • '• .' 

5.7.2 India has ratified the United Nations Convention against Transnational Organised Crime and its 
three protocols and the United Nations Convention against Corruption. The Convention enumatetes in 
detail the measures to prevent corruption, Including the application of prevention policies and practices, 
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tho establishment of bodies for that'purpose, the application o'* codes of conduct for public servants, and 
public procurement. It recommends promoting transparency and accountably in the management of 
pubfic nuances and in the private sector, with tougher accounting end auditing standards. Measures to 
prevent 'money-laurtdering' are elso provided for, together with measures to secure the Independence of 
the Judiciary. Public reporting end partfplpalloh 'of society are ertcouraged.'as preventive measures. The 
Convention recommends the State'Parties to adopt such legislative' and v other measures as rhay be 
necessary to establish a whole series of criminal Offender These are: ; 

(I) Corruption of national or foreign public officials end officials of public International organizations; 

fll) Embezzlement, misappropriation or other diversion by a'public official of any public or private 

property; », • |' ‘ • 

• , * ' • 

(111) Trading In influence; and 

(lv) Abuse of function sand Illicit enrichment, .. r , 

• > 1 . 

5.7.3 In the private sector,‘the Convention calls for the creation of offences of .embezzle merit and 
corruption. There ere other offences relating to 'laundering 1 the proceeds of crime, handling stolen property, 
ODStructlng the administration of Justice, end participating in and attempting-embez 2 lament or corruption. 
Following ratification of UNCAC, the Prevention of Briber/ of Foreign Public Officials and Officials of 
Public International Organizations Bill, 2011 was introduced in the LakSabhadn March 25,2011. The Bill 
empowers the Central Government to enter into-agreements with other countries (contracting states) for 
enforcing this lew and for exchange of investigative information. _ 

, 5 .8 State lav/s 

5.8.1 The states of the Indian Union have a tflde array of powers.under Llst-11 of the Constitution to 
control economic activity by way of levying taxes, and secondly, by way of controlling certain industrial 

ancf commercial activities, as well as movement of goods and services. 

! . , ' ' 

5.8.2 Stamp duty'is levied by tho state governments on all transfers of immovable property. The levy of 
stamp duty fs a State subject and thus the rates of stamp duty vary from State to State. Stamp duty is a 
transaction tax; it 3 s ; charged as a percentage' of the transaction value of the property. It vanes from 
around’4% in Mumbai to about 13% in Kerala, Haryana charge's 6 % as stamp duty on properties, white it 

8 % In Uttar Pradesh. Most of the states charge araund 6 %- 8 %\ Circle rates basically laydown the 
minimum valuation of lands and immovable properties. C-rcle rates, bs arid when revised and notified by 
the relevant State Government, are taken into consideration by the competent registering authorities, at 
the time of registration of Instruments relating to land and immovable properties. Lack of uniformity in 
stamp duty rates, which are also perceived to be high, and infrequent updating of circle rates, however, 
results In revenue leakages end accumulation of | black' money in Immovable property. 

5.8.3 In the recant Investigations by income Tar, department on the mining industry In Kematakd, It has 
come to light that state'law allows un register ad dealers (UR D) to trade in minerals, possibly as a measure 
lo r * revenue. This Is contrary to the Central Mines and Minerals, (Regillation and Development) Act, 

19, jnd encourages Illegal mining and unregulated trade In minerals. It also came to light that there was 
mismatch between exports and inward remittance, as also between Information available with different 
authorities. r . ; 

ADMINISTRATIVE MACHINERY . 

, 5,9 The principaI agency to taCkle the generatior. a n d contro l of' bla ck' money Is th e C e ntra I Boa rd of 

Direct Taxes (CBDT), which deals with all direct taxes. The CBDT- including Its Commissions rates and 
Directorates of Investigation, International Taxation, Transfer Pricing, Exemption, Intelligence and Criminal 
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Investigation, etc, - is responsible for administration of direct tax laws; the Central Board of Excise and 
Customs (CBEC), including Co mmlss lone rates of Customs, Central Excise and SarvfceTax; ORI, &GCE1, 
etc. r implements indirect tax Jaws relating to customs, central excise/service tax, etc, Other concerned 
agencies are: Central Bureau of Narcotics (CBN) which regulates the production and sele o' narcotics; 
Directorate of Enforcement (ED) which enforces the Prevention of Money-Laundering (PMLA) and Foreign 
Exchange Management Act (FEMA); Central Economic Intelligence Bureau (CEIB) which Is tasked with 
ensuring proper Sharing and analysis of economic intelligence; and Financial Intelligence Unit (FlU-IND) 
which collects end analyzes data from the banking and financial sector. Other central organizations such 
as Narcotics Control Bureau (NCB) under the Ministry of Home Affairs; Serious Frauds Investigating 
C fft ce (SFJO)and Registrars of Companies under the Ministry of Corporate Affairs; and regulatoijs such 
Bl. SEBJ f FMC. IRDA. TRAt, etc,. also contribute b formulation and implementation cf the regjulatory 
framework that helps check generation of black money and 'growth of black economy. Sales Tax 
departments of various state governments implement VAT in the states,'' . 

5.1 Q One of the principal concords Is severe shortages of manpower (Table below), particular!} In the 
CBDT and CBEC, affecting the effective functioning of these'vital bodies. 


TABLE 10 


SE- 

Name of Agency 

Sanctioned. 

Work ng 

Shortage 

i 

CBGT 

57.793 

42 r 791 ; 

15,002 

2 

CBEC 

69.164 

55,419 , 

13.74S 

3 

CBN 

1,245 

777 

458 

4 

ED* 

2,064 

571. ‘ 

1,493 

5 

CEIB 

113 

78 

35 

6 

J FIU 

74 

'26/ 

45 


* Tb e figures ere n o t a $ p a r Performan ce Budget 2011, but after sen etiori of addition e! menpcWe r 

5,11 Effective Implementation of the laws | ; e not only lathe Individual-Jaws by the concerned agendas, 
but also proper Inter-agency coordination especially where one-law overlaps another law, ind Its 
administrative machinery affects the other. Lack of coordination, of wen conflict Of Interest ,1s the second 
major problem to be tackled. Another area of focus for inter-agency cooperation Is information-sparing. 
This matter is also receiving attention in many a fora 01 and_.it is noted that Information exchahge'has to 
become more professional. The E1C In the Ministry of Finance oversees Intelligence sharing among 
different central economic intelligence and enforcement ageacies.lhrough CEIB and Regional Economic 
Intelligence Committees (RElCs). We understand that recently a comprehensive reyiow of be role of 
CEIS has been undertaken by an expert group, and steps are being initiated to make the central economic 
intelligence sharing system more effective, , ., 

5. Generation of black money from legitimate activities/such as businesses, or professions, non- 
reporting of income, overstated expenses, etc:, undermines the economy, its tax-base and the.rule of law, 
and creates Inequalities, The way to fight this menecS Is through comprehensive end batter reporting 
mechanism, data-mlning and analysis.. We'understand that substantia] progress has been made by CBDT, 
CBECand FIU In this direction; but'still slot remains to be doner’ . * 


J0 performance Budget, 20'* 

Review or National Security 2001, Commltloft on CEIS, ongoing PM's ravte\v:Vough NSCS, etc. 

_ ( ( -i 1 
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5.13 The Central Vigilance Commission (CVC) js the'principal central/government anti-corruption 
watchdog; with anti-corruption units of the-Centra! fl urea lt of In vastlgatJoh (CBi) as its-principal Implementing 
arm, Vigilance department / bureau Of different state governments are anti-corruption bodies in respect 
of employees of the'state government.'^ some states, the institution of the Lokayuktas Is also in place. 
Besides th4$a institutions, the' CSAG provides oversight for the central'government end central PSUs, 
while the State AG provides the same for the state government arrf Itsptgianlzations, Of late, the Q&aG 
has become proactive and as a result severs I'$oams r have surfaced In-the public domain. However, fact 
remains that although the C&AG or state AGb have been functioning for several decades, leakages in 
public expenditure, has continued unabated. Both oversight and’enforcement mechanisms against 
corruption need to'be strengthened. 
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VI. MEASURES TO TACKLE BLACK MONEY 

6 , Thera are two dimensions of the issue of black money * first, Its generation and, secbnd, its 
consumption and use, Including laundering of black money back to mainstream economy. Dealing with 
tnrs menace has to cover both these aspects So far as generation of black money from crime orstmiption 
Is concerned, Its remedy does not lies merely In legislative cr enforcement domains but also inlfindfng 
much deeper socio-economic solutions. We have touched upon some of these aspects. However, 
generation of black money from legitimate activities has been dealt with extensively, and we make Several 
recommendations'In this regard. Further, consumption and laundering of Week money, if effectively (tracked 
and controlied, ma^y have the 'squeeze effect' on the overall activities resulting in creation and sustenance 
of black economy While there may not be any need to have new law io especially deal with blaokimoney 
black economy, various existing laws need to be comprehensively reviewed by the concerned 
aomlnlstratlve mlnislrieson a regular basts keeping In view the changing economic scenario, and provisions 
dealing with violations need to be strengthened accordingly.' 1 ■ 

Strategy to tackle black motley . 

The Committee has identified following strategy to tackle black money:- 

_ j 

D Preventing generation of black money 

□ Discouraging uso of black money 

□ Effective detection of black money 

□ Effective Investigation^ adjudication ■ ' T 

□ Othersteps' 

Preventing generation of black money , , i 

6.1 India mustjensure transparent, time-bound & better-regulated approvals/ permits, single window 
delivery of services to the extent possible and speedier judicial processes. The Electronic Delivery of 
Services Bill, 20 ll'that seeks to provide for electronic delivery of public services by the government to all 
persons to ensure transparency, efficiency, accountsb!Iiiy, accessibility and reliability In delivery of such 
services has been tabled before the Parliament in December, 20f 1. j 

6.2 The fight against the monstrosity of black money' has to be at ethical, soclo-econotfric and 
administrative levels, At the ethical level, we .have to reinforce valpe / morel education in the school 
curriculum and build good character citizens, particularly highlighting the Ills of tax evasion and black 
money. At the $ocio*econorrric level, the thrust of public policy should be to discourage conspicuous & 
wasteful consumption / expenditure, encourage savings, frugality and simplicity, and reduce the gap 
between the rich and the poor, 

6.3 The Government IS also considering legislating public procure ffi'enHaw. The Public Prociirement 
Bill, 2012 intends to regulate public procurement by all ministries and’central government departments. It 
alms at ensuring transparency, fair and equitable treatment cf bidders, promote competition, and ehhance' 
er ncy arid economy in the public progurement process. 

6.4 In cider to an sure transparent and efficient a II ocatlon.of.naLyra I and man-made resources, oversight 

in the form of comprehensive regulations and ombudsman for grievance rsdressal, particularly for scarce 
resources - as In [and, minerals, forests, telecom, etc, - needfe.be Introduced and implemented 
expeditiously. i . ! 

6.5 Social sector schemes Involving huge public expenditure under various .programmes reportedly 
suffer from possible manipulailons^arid leakages. Direct fransfers to the accounts of beneficiaries can 
provide a solution, as It would prevent manipulations like bogus muster /bl!s, etc. While efforts £uch as 

■ 4 
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UID and direct transfer of subsidies will stop leakages Tn soma'sectors, In other sectors the problem will 
have to be a dd re s$e d d ifferentiy, We, a ccordl h g ly, re com m end th at soda! a u d it b a m a de ma nd 0 jory fo r 

all social sector schemes that do not involve direct transfer pfcnsdltto'thp'benk-eocountof the bendficiatv, ■ 

at the district ! field level, and a second and 'Subsequent AG audit at the'HQ leveL We also recommend 
that a system of random Inspections byj teams of sponsoring IWfrifstry/.Department/Agency may monitor 
utilization of public funds for social sector schemes. 

6.6 There^hould be a'dedicated training centerfcr all law enforce meat agencies dealing with financial 
crimes.and offences, as this requires special skills. A delegation from the CJ3DT had recently visited USA 

and studied the'trailfilng methodology of the Federal Law Enforcement Training Center {FLETC), Brunswick 

G n A multi-disciplinary Institution for training in investigation cf financial crimes may be established on 
t. iss of FLETC of USA, j 

1 , ■, 

1 p 1 1 

6.7 Oversight in the private'sector is almost absent, except'for some professionally managed 

companies. It mainly consists of self-regulation f and audit under the Com party and Income Tfex lawk. That 
tne system Pf professional audit may be quite Ineffective even in professionally managed enterprises Is 
aptly demonstrated by the Satyam case. We a're cf the view that the/burdert cf dual audit shcjuld be 
reduced to single audit (for both company and tax law) and' the audit system be detached frdm the 
management and control of the business. We, therefore, recommend that the central government establish 
a regulator (under Company law / Income Tax law) lo empanel audito.rs In different gradesand raridomly 
assign them to the private sector firing based on category fcnd payment capacity, with mandatory rotation 
and maximum tenure of two years, ►* ■ ■ 

6,3 The proposed national level GST regime should be expeditiously implemented, as the spin-off 
from Its Implementation would provide adequate resources to more than Compensate the loss apprehended 
oy certain state governments. 

6,3 At present, no government agency has complete database of'NPOs. CBDT has the largest data¬ 
base about this sector. There may be information with other, ags/icles such'as MHA, CtlB, etc. It Is 
desirable that CBD[f be assigned the role of a centralized agency with which every NPO wouId require to 
be registered and would be allotted a unique number. This wodld be inline with the decision taken by the 
Government In the light of possible misuse of the sector In undesirable activities, There are suggestions 
made by the MPQ Beotor Assessment Committee, an Ihtar-mlnlsterlel body, which should be. accepted 
and the office of O.GIT{Exemption)appropriately strengthened In termsof manpower, Infrastructure and 
capacity building. J - ' ■ 

6 . 1 0 There should alsq be sharing of real-time data under Foreign 'Contribution Regulation Act (IFCRA) 
and DGIT (Exemption) and coordination am on get various enforcement agencies. The no gist ration under 
section 12AAand approvals under sections 10(2 3C) /10(21) / 35 / 306 of the Income Tax Act for charitable 
organizations are required to be in accordance with international best practices. For this purpose, the 
Income Tax Department should devise a mechanism to facilitate effective monitoring and better ponlrol 
ovarthe’tax administration of NPOs through modification In existing procedure Of granting registrations 
or according approvals by allotting a PAN-Elnked system-gene rets d specific number, making mandatory 
the quoting of this number in the lax returns and devising suitable changes In the existing tax return 
fo 1 1 his would filter out bogus claims and would also help In maintaining authentic database Of NPOs. 

6.11 Accountability of both public and private offices needs to be enhanced. As we are mainly concerned 
herewith pub lie sector accountability, we recommend that apart from good practices being followed such 
as Fiscal Responsibility and Budget Management (FRBM) Act arid outcome budget, performance-linked 
appraisal system, of rewards end punishments, already under consideration, should be exped.itiously 

Implemented. 

6.12 In the recent Investigations by Income Tax department on the mining industry in Karnataka, it has 
come to lightthat state law allows unregistered dealers (USD) to trade in minerals, possibly as a measure 

1 
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to raise revenue. This Is contrary to the contra! Mines and Minerals (Regulation and Development) Act, 
1957 and encourages illegal mining and unregulated trade in minerals* This situation requiresi immediate 
remedy and aiUsws relating to licensing end regulation in mining need a thorough review. ItsJsG catne^ 
light that there was mismatch between exports and ir-ward remittance, as also between lnfoimaton aval ab,e 
with different 'authorities. The anomaly between the central and the state laws with regard to URDs 
snould be immediately removed, t 

1 1 _ h 

h 

Discouraging use of black money 

6 .r Government may consider amending existing laws {The Coinage Act 2011, The Reserve Banket 
lm idt 1934, FEMA, IPC, Or PC, etc.), or enacting a new law, for regulating the possesstort and 
transportation of cash particularly putting a limitation on cash holdings for private use, and including 
pSnffor confsX oHash held beyond d^cribeb limits 

expressed by various courts, and also ids Election Commission'of India ,or reduertg the influence of 
money power during etectlons. 

c -, 4 -r 0 rariuco ihg element of black mcnev In transactions relating to Immovable properties, provision 

fo NOC should be introduced in ths Income Tax lawvxm safeguards !o reduce administrative complications 
and mcreasad ease Of compliance, so that an appropriate and uniformdats-b as . Isf'^tup and a 

ac + as a tax dears nee certificate, 

6 15 The Accounting Standard NP.7 should be modified by the 1CAI to be made W *^ ® rasl 
estate developers also. AS-7 and AS-9 should be notified under the Income Tax Act, 1961. 

6i16 There la nej 5 J**nt^sfoDp!G^ving'c™diftp 0 egrleu1tur™noom^for Inccjne'tax 
as agricultural mcome, This w m 0 n the operand enhance revenues df state 

1 

Effective detection of black money ' ; 

:=SSSSHSSHS= 

In such accounts, * ■ , t +. „ let L. a( 

, -<vvr rirtimK and litnEt number gt accounts inai 

6 . 1 s The RBI could consider stricter. ^JTsrtheVcan be maintained In the seme branch 

c? ■ ^ introduced by a single person, the number o , na a ^ oun t$ in different names, Stricter 

by y.ntltyjnd alerts about same ^ S V i >as' l < s sntl 

In place and act promptly against errant persons, Ir.s.itullcns, ■ > , , ft mb=ni as 

of companies In which a person osn become director. _ ; 


x 2010-11, Economic Survey, 2012 
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$,2u The government may consider introducing alternative financial instruments to reduce the attraction 
cfgoid as savings instrument, ft may also confer revising customs duties, as also graded wealth tax, on 
go.d and jewellery to discourage investments in .unproductive assets. The taxation structure on bullion' 
and Jewel,ery, including VAT t Sales Tax shoultf be harmonized. 

6.21 Better reporting / monItomg, systems are to be put In place 1o trace the dealings In bullion / 
jewellery through the Income Tax / Customs / Seles Tax Acts. While the Income Tax Department has 
made ftm^ndaton/to obtain PAN or Form-60 / Form-61 for purchased! bufflon above Re.5 lakh, similar 
ru»es should be framed for purchase /sale of bullion /jewe I lery, and collection of tax at source on purchases 
especially In cash,:' •' . . • • ‘' 1 

• r r 

£ Usb of banking channels end credit / debit cards should be encouraged’, while trade practices 
sl. . as cheque discounting should be discouraged-. Th$ validity'period of cheques I DDs hag been 
reduced from 6 to 3 months w,e.f, I 41 April 2012. which will discourage ctecounting of negotiable instruments. 
Payments by debit / credit cards through e-servlca intenmedlarles.wifl simplify end encourage payments 
In these modes and reduce the cash economy. It Is Imperetive.that payment of wages and salaries In the 
private sector should also be through banking channels and become cash-less, in lihe with the government 
objective offtnanclsj inclusion. _ • ! 

6.23 Income Tax Department, which'has a large data-base of financial transactions,.should immediately 
set up the Directorate of Risk Management for proper data mlning.and risk analysis. Ths third-party 
reporting mechanism of the Income Tax Department should be made computer-driven and cover most 
high-value transactions an.the financial sector. 

% 4 

6.24 Foreign remittances using corporate structures and the forma!'financial sector instruments may 
be a popular method,Of transferring funds (even of illegal origin) to foreign Jurisdictions or for routing back 
to mdla through Foreign Institutional Investors (Ft!). There Is a peed to create a robust database off such 
remittances and carryout ah analysis'of their backward and forward linkages in order to understand the 
nature and legitimacy of the transmitted funds. FfU-IND may be empowered by law to receive reports 
{simllarto other reports submitted to FlU-lND)on all international fund-transfers through the Indian financial 
system. The FI Us of Australia and Canada are already mandated to receive such reports. 

• i 

6.25 SEBI by a circular issued In January 2011 has Introduced change^ in the reporting formats that 
capture details of downstream Issuances of PN$ during ths month.'From' March .2012, these detailed 
reports are to be filed on a monthly basis but have a lag of six months. Though such details would be 
useful In Identifying suspicious transactions, the six month lag Ip the Information available Is likely to 
reduce the strength of corrective action that can be taken by SE8J. These regulations need to be modified 
to ensure that information on downstream Issuances is collected for the most recent month, This would 
ensure active sun/elllance and timely Intervention as and when required by SEB1, Further, the .most 
critical feature of an effective monitoring mechanism lies In ensuring strict KYO norms. PN subscribers 
should be subject to KYC norms of either the home country or the host country whichever is stricter. 
Though such provision implicftly exists in the extant provisions, these need to be buift intoSEBI ragu strong 
explicitly for better compliance, 

i * * 

6,2 The oversight mechanism for the financial markets must hpye trained manpower with proper 
domain knowledge of financial Investigation. This will involve placing officials from the fine nciaf investigative 
agendas f n the operations / vigilance machinery of the banks and financial institutions to keep proper 
vigil and ensure that rules and regulations are followed in the banks and other financial institutions. 

627 Foreign entities-banks, financial institutions, fund transfer entities, etc. - have set up businesses 
in India. It has been found that Indian tax residents nave been having substantial monetary transactions 
through these entities or with their branches abroad. Some countries have Implemented laws to make it 
Obligatory to furnish information of all transactions undertaken abroad. We recommend that Indite may 
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also Insist on entities operating fn India to report all global transactions above a threshold limits For this 
purpose, appropriate lew, rules or contra ctua I ! licensing arrangement with these entities may be framed 
end implemented. 

i * 

6.28 in India, there is no law to protect informants ( whistle-blowers, r$r does any department have 
effective witness protection program. Afe a result, credible information Is not forthcoming and witnesses 
either do not turn up or turn hostile resulting in acquittals tn prosecution cases. Apparently, the National 
Investigative Agency runs a program, and the recently created Directorate of Criminal Investigation (DQI) 
in the CBDT has been empowered to run such a program. Accordingly, we recommend that a witness 
protection lew maybe enacted expeditiously and witness protection pregram should be implemented by 
ah' ]a w enforcement agencies. - |r 

DRi maintains constant interaction with its Customs Overseas Intelligence Network (COlN)i0f?fde5 
to share Intelligence and information through Diplomatic channels on the suspected import /jexport 
transactions to establish cases of mis^declaratlon, which are intricately linked with tax evasion and money 
laundering. The scope and reach of COIN offices should be further expanded and strengthened. Customs 
officers should be stationed in major trading partner countries to liaise with customs authorities of those 
countries and cause verifications of suspicious trade transactions, ''. 

6.30 institutions of the Lok Pa) and Lokayukta may be put in place 'at the earliest, in the centra ana 
states, respectively, to expedite Investigations into cases of corruption and bring the guilty to justice. 

Effective Investigation & adjudication 

6.31 Government must consider ways to mitigate the manpower shqrtage issues which are seriously 

hampering the functioning of various agencies particularly the CBDT sndiCBEC. Further, both Boards 
have submitted proposals for restructuring of their respective field formations. These need to be taken up 
and implemented on a fast beck basis to show the Government's resolve to tackle tno issue Of black 
money, « 

6.32 Simultaneously, more administrative and financial autonomy must be expeditiously devolved on 
CBDT and CBEC for formulating tax policies in keeping with the ove/alf government views on economic 
growth and development, for better tax administration and for providing tax-payer services as per best 
International practices. This has consistently been recommended ,by many earlier'Committees 33 and 

Commissions on Tax Administration' ■ 1 ' ' 

■ i 

6.33 1 With the emergence of complex legal matrix, Infraction of one.faw Invariably leads to infraction of 
another lnier-agency coordInatlon la critibaI in thaflght against black money. Thera is a neeb to evolve an 
effective coordination mechanism that identifies the laws violated, the taw violators, and a permanent 
joint mechanism to Investigate all such casesj Some developed countries have an approach of joint task 
force and ds-conflictlon programs to deal with this issue,„ it, Is time wd study hew this approach and 
orogram functions, adapt It to Indian conditions and implement it. 

6 . 3 d The information and intelligence gathering mechanisms of various economy agencies need to ba 
more broad-based so that the entire gamut of'economic activity is captured in an electronic manner, 
mi and analyzed. AH.the agencies need to continuously get technologically upgraded in this area to 
effectively tackle the menace of blacKmoney. The skills of maripewer resources available with me agencies 
also need to be upgraded continuously and exposed to the global bast practices In their sphere Of work, 

6 35 Intelligence sharing is one of the most critical areas for effective law enforcement. For this purpose, 
there should bo a platform for more effective sharing of inteljigence,/ information between central and 

r ' 1 1 

_ "■ 1 

ai Rsport of tha Task Forc« on Dlrad Taxes headed Or VIJay L. Kalrtarf 2002 \ Tax Adylso/ G r oup hegdnd by Or. P, 3homa 
f2001): Chellsh CommillM (1B9t-93); Ghokqi Committed (I’sr&J; Wancboo Com , mMie& (1971) 
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state agencies, Information exchange among various economic law enforcement/ Intelligence organizations 
should become technology driven, preferably through a common technology .platform. At th&serfrie time 
date-security should be ensured to prevent unauthorized access to In format Ion both technologically and 

through access control, and periodical security audit, l . ■ 

■ ■ ■ 

S,3G For curtailing TBML, there should be institutional arrangement foriexamlnlng cases of mismatch 
between export and corresponding Import data, as done by the bate. Analysis & Research for Trade 
Transparency System (DARTTS) of US Customs. I rid I an Customs should set up a Trade Transparency 
Unit (TTU) On these lines for which appropriate regal framework may : be introduced. Existing Customs 
Cooperation Agreements mostly provide for mutual administrative assistance in Individual cases under 
investigation. Tftssk agreements should have Institutional arrangement for exchange of Harmonized 
3 m, of Nomenclature (MSN) chapter* wise data of exoort and import. Similar arrangements should be 
made for Preferential Trade Agreements (PTA) and Free .Trade Agreements (FTA). 

6,37 Effective battle against black money cannot be ensured Unless the judicial machinery to deal with 
it is specialized and'the trial of offences is expeditious and punishments exemplary. The legal support to 
various law enforcement agencies should be enhanced. Alt financial'of fences should be triad through fast 
track special courts. The Ministry of Law should take up this Issue on, priority and'meke arrangements for 
setting upfasMrack courts all over the country in a time-bound monner/Judioial officers may be provided 
inputs as required In technical aspects of economic offences. 

6 ,3B Diverse activities are covered by'primary' enactments to regulate sale'racelpts, actual production, 
Charging amount In excess of statutory a mounts, etc, in some cases, Investigation b / income tax authorities 
reveals fnfrlnge'ment'trf state laws. In such cases, the courtsadmlt evidence 'accepted 1 by state authorities. 
Provision may be considered for enactment In the law of evidence or the income-tax law to the effect that 
even if evidence Is produced under the primary law,, where no independent,verifjcation Is made, it will not 
be conclusive proof for tax purposes. V ■' 

6 39 Small 'entry operators 1 y ‘bill masters' help launder large sums of rfiqneyat miniscule commissions. 

The appellate taxibodree tend to tax their Income at nominal rates'. There is no affective deterrence 
except for taxing commission on such bogus receipts. Taxing the entry amounts In the hands of beneficiaries 
usually does not stand Judicial scrutiny. The amendments proposed 3n the Finance Bill 2Qi 2 are expected 
to take care of the issue in the hands of the beneficiaries. Therefore, the 'Offence of providing fake bills 
and entries should be dealt with firmly, .. 

6.40 As taxation Is a highly specialised subject, most reversals In court'rulings are to be found In tax 
Jurisprudence, Government may consider creating an all-India Judicial service for specialized Judiciary In 
different laws to achieve uniformity of application. 

6.41 The National Tax Tribunal Is yet to crime into existence. Rapidly developing specialized institutions 
with requisite domain knowledge, to deal with complex problems confronting the country, is a priority. A 
professional National Tax Tribunal with representation from the tax administration also, should be 
immediately formed to deal with all tax litigation. 

i 1 

6.42 improvements Irrthe matter of reporting, analysis and communication peed to be achieved by 
fur" upgrading the eoiTputerlzatlbn programme Of the Judicial system. It will enable the law enforcement 
ag ,es in taking well informed decisions, 

6.43 We further recommend that for criminal trial of economic offences, the High Courts mayebnsidar 

setting up exclusive economic offences courts with special summary procedure. Judicial officers posted 
In these courts could take refresher courses in taxation laws to properly epuic them in dealing with 
complex tax cSses. ■ ■ 

6.44 Under economic laws, different punishments are Ofescribed for different offences (TABLE-F1J, 
Minimum punishments should also be prescribed for economic offences, 1 to have greater deterrence 
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Different law enforcement agencies may consider lowering the punishment of 3 years to 2 years to 
facilitate speedier trial through summary procedure. Maximum punishments under the NOPS Act ere 10 
and 20 years, Under the MOPS Act, a second serious ofFence is punishable with death, Certainly, corruption 
cannot be treated a$ less diabolical than drug-re la Led offences or mo hey-l a underir.g.'nieref ore, fnakimum 
punishment In serious cases of corruption should be enhanced, to' 1-0 years. Similarly, the minimum 
punishment for different offences of corruption should be enhanced from present 6 months, 1 year and 2 
years to 1 year, 2 years and 3 years - at par with PMLA or Customs Act, Enhanced punishment, at par 
with other serious economic offences, Is likely to provide more effective deterrence against corruption. 
Gist of ra comma rvdations in this regard Is at TABLE-F2. 


0* L ■ steps ^ ■ 

6 . 4 o Directorate of Currency (DoC) may be strengthened to Introduce coins and currencies that; would 
be machine readable, to enable routing of cash transactions through banks easy, user-friendly and reduce 
the menace of F!CN. This will go a long way in enabling the-banks to'ofit discourage cash deposits, thus 
reducing cash economy. The DoC needs to be strengthened tc achieve-ihese objectives. 


e 46 To prevent misuse of 'off-market' / and 1 Dabba-trading' or trading outside tha recognized stock 
exchanges, amendment to Income tax law may be introduced to 1 allow losses in off-market share 
transactions to be set off only against profits derived from such transactions. 


6.47 As housing finance companies end the property buyers are provided f lsca1 Incentives,.It also 
leads to speculation and flipping transactions. To prevent this, Section 54 of the Income Tax Act should be 
amended to provide for availing this benefit only twice by a taxpayer in his lifetime. 

6.48 The period of limitation for reopening Income tax assessments shculd.be enhanced from present 
six years to sixteen years for bringing to tax undisclosed assets held dbroad. 

6 4 ° One of the ways to get assets / money held abroad into the 1 national mainstream Is through a 
compliance scheme. The Committee is of the view that if the above-recommendations are implemented 
properly, It would be possible to get information regarding assets held abroad as well as check ^he 
generation ofblackmoney within the country and lis iJJ?plt transfer abroad. Already there are provisionsIn 
the Income TaxAct to waive prosecution and reduce penalties in genulne'cases of madvertent infraction 
of tax laws. Such 'taxpayers can always aval! cf the benefits under thes^-provisions and declare any 
undlsclosad income/assets in IndFa or abroad; . V 1 
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. Vlt. CONCLUSION 

! - 1 ' p ' 

7.1 As regards the specific mandate assigned to the Commilbe.-the Committee'is of the view that 
there exists legal framework to handle undisclosed assets, irrespective of the fact whether these assets 
are located'within or outside India, In the cases where easels have been acquired by way of illegal 
means, a penal offence is committed under the concerned law, and there are pro visions for confiscation 
Of such prodeedsof crime, and also punishment relating thereto, under the specific Jaw, as also under Cr 
PC, Any attempt to launder proceeds of crime as genuine income Is a predicate offence under the FMLA 
ana there are provisions for confiscation of assets at this stage also,. The provisions of PM LA, aa wtni as. 
the respective laws'under which the crime has been committed also .provide fcr'suitablo punishment to 
p trators of such offences. In this view of the matter, no purpo^e-wlEl be served by declaring wealth 
g&,._ rated 'illegally as national asset, 

i > 

7.2 In respect of the assets acquired by Indian nationals/ tax residents through legal means but not 
disclosed to the tax authorities in India, such assets/Investments can be brought to tax undergo provisions 
of the Income Tax Act provided requisite Information in this regard Is available with the income Tax 
Department, In such.caaes, in addition to tax.and interest charged, penalty for concealment of income is 
levied up (o 300% of tex sought to be evaded. Prosecution for concealment ofTnootrte is also launched In 

; appropriate cases,'The gross amount of ta*, Interest and pdhslly -in most such cases equals, or even 
exceeds, the value of the asset / Investment, thus resulting In real teat I bp'of the entire evaded amount as 
tax revenue. This has the same effect as confiscation of undisclosed asset/income / proceeds of crime, 

1 and is applicable in cases of undisclosed assets / investments located both within and outside India, 

, p * 

-7,3 Similarly, amounts held overseas urtauthonzedly by any person resident in India can be effectively 
dealt with under FEMA. - 1 T 

7.4 Considering vie ws l / suggestions / recommendations from aH the stakeholders, including the public, 

the Committee is of the view that there is no dearth of laws to deaf with the menace of black money. 
However, some nptolaws, such as to regulate the cash economy, and some changes tc the existing legal 
provisions also need consideration, as suggested by various stakeholders. There are multiple admin tetrative 
agencies to deaf with the problem of black money. There is, thus! no need to create any further agencies. 
However, the existing agencies need to be strengthened, both in terms of manpower and other rasdurces. 
There Is also a need for better coordination among all agencies. 5 

i 

7.5 The Union Budget 2012 has since been presented before the Parliament by the Hon'ble Finance 
Minister Shrl Pranab Kumar Mukherjee on 16° March, 2012, Marty of the suggestions placed before the 
Committee by tho participating agencies have been given effect to in the Finance Bill, 2012. A summary 
of such proposals already brought in througn the Finance Bill is et ANNEX-G1. , 

7.6 The Committee expresses its gratitude to the Cha.r and Members, both present and past (list of 
past Chair/Co-Chalr/Members at ANNEX-GZ), and their respactlve-sOpporttaams, forgiving valuable 
Inputs In understanding various dimansions of the problem of. black money and arriving at Its several 
recommendations, 

7.7 The response from the public was overwhelming, and along with Industry associations such as 
F1CCI and AS$OCHAM, contained cnar.y valuable s u ggestla ns,/The ^ Committee thanks them for their 
Inputs, most of which find msntion In this report. 

7.6 The Committee also expresses its gratitude to Shrl T KShah, Chief Commissioner of Income Tax, 
Mumbai, for his efforts in preparing a background paper and compiling inputs from the fioid officers oftho 
income Tax department The contribution of Investigation-! Branch and FT-&TR Division of CBDT, and the 
FILMND team, to this report has been seminal. 

■ r 
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• .. ANNEXE . : 

SUGGESTIONS ON.CURBING GENERATIQN OF BLACK MONEY 

Black money Is gone re ted through activities both legal and illegal. To check generation of 
black money through Illegal activities, measures have to be taken .to reduce and puhlsh such activities. 
Although tax administrations have a limited role in cnecking illegal activities, the consumption and la undo ring 
of black money so generated, as well as generation of black moneyearned through legal means, can be 
checked and reduced by an efficient and alert lax administration. In this chapter, our recommendations 
touch upon both these areas. ‘ • '• *. ‘ 1 * 

• i ( - 

S Of commerce, corruptlon-and crime-the three kinds of activities that generate black money, 
rsttwo ere of greater immediate concern In India. The generation of black money in regular economic 
and commerce activities has two dimensions - generation of black money within the national economy 
and Its consumption with In the country; and generation of black money vvjthln the country and its transfer 
Outside the country, It Is to be noted that money illicitly transferred outside,does not stay permanently 
abroad, as commonly believed, but Is also brought back Into the country in various forms. Black money 
generated out of corruption - whether In the public sector emanating from controls, licensing, contract gr 
delivery of goods end services; or In the private sector originating from project financing, pilferage df 
public goods and services, bogus claims of expenses, under-reporting of production and sales, etc, - has 
to be dealt with differently and Is strictly not within the purview of this Committee, However, through the 
antl-money-launderlhg and tax laws, generation of black .money through' corruption can be dealt with. 
While registration of 2 n offence under the PC Act a I read/constitutes, an offeree under the provisions for 
PMLA, there Is scope for further introducing or modifying tax laws to track the Illicit proceeds of corruption 
and make its consumption or laundering more difficult. 

1,3 - Some of the recommendations of the earlier committee s/groups/studies/experts are as under:- 

NIPFP Study Report (1985) 

2.1 The re port'made recommendations covering four major areas, viz, 

(ij changes In economic and related policies designed to reduce black income generation; 

(11) policies de sig n e d to p ro mote integ rl ty and i mp rove b one sty a mo ng a t lea st sen lo r ^officials 
and those dealing with controls; • 

{i;i} measures designed to bring down the amount of black wealth currently held; and 
{iv) policies relating to administration and enforcement of taxes, prosecution of tax offenders 
and Imposition of penalties for economic crimes. 

2.2 Among changes In economic policies, the Study recommended reduction m tax rates and 
simplification of the tax structure; reduction in the complexity and number of controls through de-regulation, 
decontrol and dependence on pricing mechanism; and pro per f lr,a n cin g of elect io n e xp 0 nses. To Improve 
public administration, the Study recommended implementing a system Of rewards for hard-vmrk and 
honesty and punishment for dishonesty and negligence, along with better remuneration for public sen/ants, 
To^rds measures to bring down black wealth currently held, a National Fund for socially rale vantprojects 
si as slum-improvement and a voluntary disclosure scheme with immunity from prosecution were 
recommended. To improve tax administration, introduction of modern technology, increasing strength of 
the tax department and better training for Its officials were recommended. For better enforcement of tax 
laws and prosecution of tax offenders, the recommendations mada include^rsduction in number of 
scrutinizes and searches; Increase In number of surveys; quick disposal of assessments, imposition of 
penables apd launching of orosecutian ir. search cases;,Amendments-to Chapter-XXA to rriake it more 
effective In dealing with generation of black money in Immovable property transactions; shifting the initial 
burden of proof on the tax evader; and setting uo special courts totfy tax and other economic offences 
with special and speedier trials, 
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Sure] S Gupta ‘Black Income In Indfa’ {1992} ■ 

pubNs ^ ed by . Sa9e p 3 abova ' ^ Sura f GUP*® cridolzsd the earlier measures 

10 -? atn^oaV e 9 on°c emmar ’h'? rn tlrr,e *° 11 mB 10 unoar ^ h black money, viz. VDI Schemes 1961,1965 

loon fheVnhemfc B | B S fHi ?K 1 and d9m5nst ' 2at| 5 n O' currency in 1946 and 1976; and also touched 
upon the schemes launched by the Government during 1991-92. His critique of improper implementation 

o> statutory tax provisions; Ineffective Surveys, search and seizures; Imposition of few penalties and rare 
prosecu.ions due to legal interpretations and delays; appear to Indicate that dealing with the menace of 
Dlack money was more an jm pi erne nSation Issue, . 


Arun Kumar‘ThcjBlaek Economy In India 1 (1999) ' , *’ / 

in his study published by Penguin as above, while Mr Arun Kumar did criticize es fa [lures'the 
, wing measures undertaken from lime to time to tackle alack money- {e)voluntsry disclosure schemes- 
lb,i demonetization in the year 1979; ant) (c) lowering of fax rates; he-recommended better regulation of 
real estate and financial markets, right to information, as well as political and judicial reforms to reduce 
toe need to generate and curb black Wealth, 


Vfj*y Kefkar Task Force {2003) , 

1,5 According to the Kelkar Task Force (KTF), the •fundamental role of tax administration is, to 
render quality taxpayer sendees to encourage voluntary compliance of'tBx laws, and to detect and penalise 
non-compliance, Recommending introduction cf.best International practices in the aree of taxpayer services 
for widening the tax base through,voluntary compliance, mbst cf the measures recommend ed by KTF are 
under various stages of Implementation or stand Implemented (TABL'E-HI). In the area of personal and 
corporate taxation, KTF had made a number of recommendations uVlthj a view to reduce the tax slabs, 
deductions and exemptions. Most Of these recommendations have also bo£n either implemented or are 
rn the process of Implementation, primarily through the Direct Taxes bode Bill 2010 (TABLE -H2)l 

INCOME TAX DEPARTMENT / 

Real Estate .../■• 

3.1 Real estate is one the biggest source'and mode of consumption of bfack money, There are no 
provisions in the A'Ct to effectively counter this menace. The valuation adopted by stamp authorities is in 
most cases completely out.Of fine with the'preyaillng market value'arid the provisions of Section 50C, 
introduced by the Finance Act, 2002 {w.e.f, 1,4 v 2003} r mandates that the stamp value is to be taken as 
the value of sale consideration of property. In several cases, transactions for transfer of property are 
arranged in such a way that there Is no registration before the Stamp Valuation Authorrfy as on the date 
of transfer. In such oases, provisions Of.Sectlon 50C cannot be invoked.' In fact.-black money used in 
purchases 1$ entirely outside the scheme ufs.50C. 

3.2 Earlier Chapter XX-C of the Income Tex Act, 1 361 provided foY presumptive purchase by the 
Central Government, in cases where properties were grossly undervalued. Rgweyer, the Chapter ceased 
to apply on and after 1st July, 2002. Mostly, the stamp duty rate's are fixed Iri an extremely general 
manner, Th® present arrangement Is therefore not satisfactory in curbing bath the generation and utilization 
of black money. Suitable methodology and appropriate authority needs, to be created for fixing the rates 
of the property of particular areas and periodically revaluation of the same keeping In view the market 
cor '“'ono. The earlier system of the government buying such land at the agreed consiceration plus a 
rsL able profit could be brought back with Improvements,- It m'ay be worthwhrfe to create a new 

Directorate for this purpose, as an Acquisition Wing of the Income-Tax Department, 

, > • • • ■ • , 

3.3 Acquisition of land by cash payment has the consequence'of facilitating routing of black Incomes 
and as farmers move elsewhere, chargeability of capital gains on sellers, i.e. farmers, cannot be enforced, 
Section 194LA, providing for fax deduction eM0% cf the-cpnslderation paid,enabled monitoring of such 
transactions. This has encouraged large cash payments to farmers. The provision was not made applicable 
to agricultural land, li.-would be in the interest of farmers if they received payments rough bBr.k instruments, 
as savings in banks would be safer than handling cash befg re transfer ring it to a bank. 


* 


Page 2 of 66 


I 


c;; | 

J Stack Moray Comm^ee Rtpon. 2012 

i 

* 

1 ■ .. 

3.4 Wish the continuous rise in prices along with fiscal benefits on residential properties, high-net 

worth Individuate ere motivated not by a need td'burfd properties but invest in properties, only with a view 
to transferring them and encashing the 'gain'as capital gain. As'housing finance and the property buyers 
are provided fiscal Incentives, provisions like Saction $4, 54EAand'54F of the Income Tax Act need to be L 
amended to extend the holding period to five years, to reduce 'flipping' of properties, add thereby 
speculation, . - 

3.5 Often/properties are owned by public Med companies In which public arc not substantially 

interested. These are generally old properties, whose value has appreciated manifold ovaryears but, the 
book value of the property is shown at the original market price, a pittance compared to Its market value 
a* “ndate. [ft such cases, properties are transferred through transfer of shares of the companies owning 
t , Since, the book value of the property is very low, the punchaser'only pays for the shares of the 
company by cheque and the remaining part of the consideration in respect of.property transfer, is paid as 
per current market value, in cash. It is suggested that IT Dept bring in appropriate legislative changes to 
curb use of black mon'ey in such transactions: ; 

(aj When 25% shares of a company, in which public are not Interested, are transferred in a 
financtel year, the total assets of the company must be revalued as per circle rate/rate adopted 
by tho 'Registration Authority 1 . Artefacts, antiques,'paintings must also be revalued by 
authorized valuer, ■ p 

(b) Shares of the subsidiary company will also be required to be re-valued in such cases, as per 
the method mentioned above. 

fc) The capital gains arising taking the book value as sale consideration should be taxed in the 
hands of the seller, 

(d) Stamp duty should also be Charged treating such transfer Of share as transfer of property. 

3.6 Immovabla properties of substantial worth are sometimes being transferred Indirectly, byway 
of transfer of sharas/stake of the company/concern, which Is the owner of property. Such transactions 
result In evasion pf Capital Gains tax arid also avoidance Of substantial amount of Stamp duty. There 
‘shouldbe specif ifprovision in Income taxAct to ascertain the market value of shares of company, based 
on the prevailing market price of the properties held by the company. - 

3.7 The dause (HI) of Section 2(T4) gives definition of agricultural.land forcapltsl gains purposes 
and as perthe existing definition, lands situated beyond 8 Kms front local limits of the municipal area are 
excluded from thedmbit of capital gains. In view of the rapid urbanisation, urban limit should be extended 
from existing' 3 Kms of municipal area end sale of agricultural land to a non-agriculturist or for non- 
agricultural use should be subject to tax mandatory. 

i h 

Bullion & Jewellery , 

3,3 India is one of the largest Importers and consumer of gold Erl'the world and Its demand per 
annum Is around S50 metric tonnes. Of fete it is seen that investment of black money in bullion has 
increased, leading to spurt in bull : on prices. The Government may consider introducing inflation-linked 
bonds to reduce the attraction of gold/s 11 veras savings investment. It may also consider revising custom 
du*' - as also wealth tax on gold and jewellery, to discourage such purchases by households. To curb 
su lddencas, the following legislative changes maybe considered: 

■t i ■ , 

{&) Import duty on purchase of gold should be Increased from 3 200 per 10 gm to 5% of total 
cost and exporter of jewellery should get Import benefit'oh export of Jewellery, 

(bj AH transactions In bullion of more than one lakh sirould be by Account Payee Cheque only. 

[t) If any unexplained bullion /jewellery Is found during the course of search, mandatory penalty 
300% ute27l0){c) should be Imposable, 

■ , ' - 
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Capital Markets 

3.9 Long term capilef pain on saio of certain financial assets Is subject to' no or nominal tax, This 
provides an opportunity to leunder money as sale proceeds Of such' assets by paying no or minimal tax. 
The rate of tax for capital gain and income from business should be uniform to reduce the element of tax 
arbitrage. j 

3.TO There Is a common modus operandl adopted by many private companies for Introduction of 
black money, be, by way of share application money, share capital or unsecured loan. The Idle share 
application money Is just like unsecured loan but without interest. Suitable amendment to the Income Tax 
Act may be introduced to Impose presumptive taxon the, total amount of money collected by way chare 
e^catbn monfey'lf they are not allotted Within a certain time'period or refunded. This will stop the 
t ^ncy to Introduce unaccounted money through thlsmbthod. ■, 

3,IT Promoters Of listed companies adopt dubtous methods to Jack up r prices of shares which aro 
then of Mo a ded, Later, as prices crash shareware re-purchased at lower yatue by them or through con trolled 
shell entities. This cycle goes on and provides opportunities for purchase, of losses end setoff Incomes/ 
gains. As per Section 10[3BJ of Income Tax Act, income arising from,the transfer of a long-term capital 
asset, being an equity share in a company Is exempt. This provision needs to be reviewed. The exemption 
should be given up toe certain limit to-give benefit to small Investors.'' ■ 

' 1 ■ r 1 1 

3,12 A large, portion of the black money which goes'out oftpa country Is believed to come back as 
Investment In Indian businesses from tax havens' in the form of, share, capital/share premium/share 
application money from the focal rttarke*, or. as Foreign Direct Investment (FDf)'or as investment by 
Foreign Institutional Investors (Flfs)cr Participatory Notes (PNsr}. As par thfe existing provisions oMncome 
.Tax Act and court rulings. It is not possible to axamlne the source of source or to reach the tall end'of such 
introduction of unaccounted inch me.'Enquiries into the source in,such cases are not possible because 
(here is complex multi-fays ring or layering is done through entitles, registered in dther countries. Layering 
transactions to conceal the reality or to hide the ownership should not.be permitted and Fils should not 
remain faceless entities. In such cases! where there Is a suspicion about the genuineness of transactions, 
there should be provisions In law to treat ft as income of the beneficiary unless commercial expediency of 
the layered transaction Is explained. Onus should be on.the beneficiary In such cases. 

3/3 In case Of share application money lying idle fora certain period of time, there should be a 
provision for taxing the same at some particular rate because the beneficial company is getting capital 
without paying any Interest for that period. Empirical knowledge shows ihat^uch kind of capital Introduction 
Is generally a method of routing unaccounted honey, Thera Is urgent nded'for legislation so that assessing 
authorities can go beyond source of the source of such sham transaction^, In order to reach the tall end, 
because due to the certain Judicial pronouncements it has be come'difficult to do so at present. Onus of 
proving the'genulneness of share capital introduction by a company Snould lie on the company itself, 
Mere submission of hams and address of the share-holders should .riot absolve Them from this onus. The 
company management Should know the Identity of'he share-holders,, and KYC norms should be imoosed 
In the capital market as In the banking sector. . ■ ■ L , 

i 

3,14 All tax treaties should have the articles on exchange of information, in cases where we dotft 
h? TTAAs, we sho u id g o for Ta x I nfo rmatlbn E xcha n ge Ag re emeii ts (TIEAs), Tax havens wh i ch refuse 
to t,, a ,tTJEAs With us should be notified as 'non-co-operative jurisdiction'a rid suitably tackled at international 
forums. Further, suitable mechanisms should be developed to deal-with re mitfa rices from/to such tax 
neve ns. Art effective deterrence could be TDS on such remittances irrespective of their nature If they ere 
coming from a nonco-operatlve jurisdiction. Only when we have such Institutional arrangement for 
information exchange can we effectively curb the flight of black money, In case of outward foreign 
remittances exceeding a particular amount, a mechanism should be developed to ensure proper monitoring, 
Forthfs purpose the'TDS mechanism should be geared up. The return form should be emended to make 
It mandatory for taxpayers to make specific declaration about bank accounts In foreign countries. 
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3.15 It b a we<l-known fact that huge amount of black money Is re-routed in me books in the form 

of Long Term Capital Gains arising from share Transactions, which is exempt from tax, It is high time that 
exemption provided in the Act on such transactions is removed If at all any. concession has to be given, 
then L7CG should at lee.st be taxed at a concessional rater " r ' ■ 

11 i h X 

Non-Profit Sector . ) , 1 

3.16 ,' The definition of “charitable purpose” u/s 2(15) of the Income Tax ACfc r 1961 Is widely being 

mfsused by the so called educational societies running the educational Institutions on purely commercial 
basis. Such societies after getting registered under section 11 or 12, ejection 10(23G)of the Income 
Tax Act, 1961 avails 00% exemption from'tax, although there Is nothing charitable in their activities. Tax 
sr -l ny of such Institutions does not yield any worthwhile results. Therefore,' there Is an urgent need to 
c, , proliferation of such education business by making necessary amendments m the definition of 
charitable purpose u/s 2(15) of the Income Tax Act, 1961, There Is an urgent need to amend Sections 
2(15) forth© definition of'Charitable Institution'with clarity. Sacticr, 10[23C), Section 11 and Section'12 
also need to be amended so that such institutions do not get blanket permit for generation of unaccounted 
money. The provision of certain rate of tax or flat rate of tax ori gross turnover or profits has been introduced 
In the Direct Taxes Code BUI. However, respective regulators also h'avo responsibility to ensure discipline 
in the matter. L ■ 

Tex Free Zones J 

3.17 Tax free zones Or tax holidays have boon created In the various sta tec, viz, Himachal Pradesh 

and J&Kln the North, In some cases, it has been found that the deductions u/s 30IA/B0IB of the Income 
Tax Act being claimed by the Industrlal.UnllS are bogus, Mostly Industrial Units allegedly operating from 
theGe zones are actually not operating, and If they operate they show higher profits during the years of 
entitlement for claiming deductions under Income Tax Act, which is not commensurate with trade results 
in similar lines of business outside such zones. Soon after the tax free period Is over, the same business 
shows sharp drop In returns. From the field experience, it has been established that such zones are 
merely conduit to channelize unaccounted profits of other regions without paying any tax on the same. 
Suitable amendments are required In the income tax and other related laws to plug this loop hole. The 
plethora of exemptions and deductions In the Income Tax Act also need si revisit. The profit linked deductions 
are prone to misuse as they encourage diversion of income from'texable activities to such activities 
where deduction from income Is available. A beginning has already bean made by Introducing investment 
linked dadoptions Eh the Direct Taxes Code BUI, ; ' * . ' 

Agricultural Income 

3.18 Si mila rty, the tra nss ctro n s re I atl ng to a g ricu itu re I acliv iti es a r,d f o res t prod u ce a re all Owed to 
be done in cash keeping In view the Interest of thefarmers and the growers. In the garb of these benefits, 
persons having very (idle or unproductive land holdings procure false billsTrom Commission Agents of 
grains, fruits, vegetables and forest produce, to have exempted agricultural income. Instances have also 
come to the notice that small farmers having their own agricultural holding. oF even less than five acres, 
claim to be doing agricultural activities on land holdings of 60 acres or more under the garb of lease 
holdings. By doing this exercise, they facilitate the lessor to .adjust his black money and also create 
disproportionate agricultural Income In his cwn hands. So'in a 'way for soma piece of agricultural land, 
be e lessor and the lessee claims the agricultural income quite .disproportionately. 

3.19 To curb this tendency, the Agricultural Department of etfe.fy State, who.are considered to be 
the specialist in the field, after making the necessary studies on the yield and market rates, should work 
out mechanism to notify at least the average.yield of the produce of the respective crop For the specific 
area This notification should be published at the beginning of every financial year, which can,be modified 
keeping In view other natural factors. Such yield rates snould be considered in the case of the assessees 
who are showing agricultural Income beyond a certain l&nit of agricultural holdings. Such notification 
should be legally binding oh assessing authorities as well as appellate authorities. 

- ( f 
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3,20 tyiany taxpayers use the income taxexemptlon for agriculturallncome to bring pack tax evaded 
money Into the economic mainstream. While parse this maybe productive economically, and agricultural 
income Is also considered for rate purposes while computing income tax liability, ways to tax such amounts, 
or preventing misuse of these provisions by unscrupulous taxpayers, need to be considered. 

( 

Corporate Law ? 

3. 2\ !n India, there are over 6 lakh companies, of which a miniscule number contribute to tax. The 
remaining companies created are either not profit making or dormant. Such private limited companies 
use the mute of share capital with share premium for the introduction jof black money. The modus- 
operand! is to issue capital with pertly convertible shares at huge premium. These investment companies 
a ompanies in which cash has been Introduced after iayedng lhr6ugh, a number of entities to make 
Ci jtlcn of the'cash source difficult. The premium changed Is shorn pf commercial raatityor basis. Aftor 
bringing its 'own'capital through parity convertible shares v.itb huge premium, the company usually buys 
backs al! shares at nominal value, thus laundering black money In a prima-facie legal manner, 

3.22 Companies with low equity, but having high .debtors ar»d 'creditors without any Immovable 

assets, should be captured in databases, as should be companies which have changed their registered 
offices frequently In a span of few years' Similarly companies charging premium butmot in fact ever 
allotting shares should create suspicion. The raising-of red flags Should resultlin verification and/or 
investigation of such companies, Ministry of,Corporete Affairs should alsp.glve serious concern to data 
mining and Intelligence extraction. If companies,am to play their due'end important role In any growing 
economy, , '. , 

3.23 Charging share-premEum should bo restricted to companies With large oaid-up capital - say 
■exceeding fts.2G crcres, and not for small companies where puch provision is prone to misuse, f 

3.24 in many cases, K has been observed that unaccounted income of business groups are brought 

back into the regular books in the form of share application, share capita^ and share premium, through 
bogus investment companies popularly' known as ■jama-kharchi' companies. After the decision of the 
Supreme Court in!the case 1 Of Lovely Export, taxation of such bogus shire capital has become almost 
Impossible, It Is operative to bring necessary amendments ln,theAcl, treating'such receipt of share 
capital and share premium at par with cash'credits with onus /on ,the assesses of proving the 
creditworthiness, genuineness and Identity of the share holder. In cash of corporate assesses the Identity 
should be deemed to be not established if the directors'a re not traceable on the address given. Such 
legislation will go a long way in curbing ploughing beck of black money.' 

i ■ ■ 1 , 

Expanding Banking Operation 

3.25 With high liquidity and its. ramifications for Inflation, the re-Introductlon of BCTT may also be 
considered. The advantages of re*lProduction would be two-fold. FlrstSy, It would discourage cash 
withdrawals and therefore use of cash, and secondly, large cash transfers could be monitored, 

I ' > L 

Corruption 

3.26 Those holding public office declare their assets before election. There Is no requirement (except 
in income tax returns} to reflect their assets when they demit office. Such a requirement should be 
m itory as such information would be accessible under the'RTi Act. Politically expos ad persons [PEPs], 
bt._. d they take their pension entitlements, could be subjected to scrutiny with respect to accretions in 

wealth assets, ■ ■. 

3 27 The Canadian legislation relating to anti-money iaun da png lewepplles to proceeds "Obtained 
or derived directly or indirectly a result ofan act oromrssion amwrierethat. If It had beer, acquired 
in Canada would have constituted" an offence under Canadiah law.Thl's aspscr needs to be incorporated 


’ C\T vi. Lovely EXporlfi (P) Ltd. (200&) 6 CTR 'JOS (SC} 
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in the Indian law through Preysntfon of Money Laundering Ac* (PMLA) - so that illegal proceeds generated 
not only domestically but also internationally are covered. Such illicit flow of funds to the developed 
countries from the developing countries can be substantially reduced,, 

' ' 4 " 

introducing Beneficial Ownership Concept 

3.23 ’ The concept of beneficial ownership as introduced in the PMLA may also be Incorporated In 

the income Tex Act while dealing with the provisions of bogus share capital, fUs defined asunder 

"beneficial owner shall mean the natural person.who ultimately owns or controls a client and/or 
the persons on whose behalf a transaction is being conducted, arid Includes a person who exercises 
ultimate effective control over a Juridical person" , t 

Pi,, j Transfers Abroad , p 

3.29 There mustbe _ a specific column in the return of income asking the assesses to state whether 

he holds any off-shore bank account or assets and if so, there should'be a reporting requirement of the 
details thereof. Necessary amendments In the Income Tax Rules ahdf the Income Tax Return Forms may 
be made. This must be accompanied by specific harsh penal provisions and prosecutldrt under criminal 
law for furnishing incorrect information. This would act as a deterrent to assessees who hold undisclosed 
off shore accounts/assets J ■ 

3.30 It is also known that money stashed abroad is generally kept in certain overseas branches of 
foreign banks who refuse to give Information even after being provided with full-fledged information of 
such bank accounts. Enforcement agencies In India should ba empowered to issue subpoena to the 
Indian Branches loculi out the Information available In consultation with RBI with Its foreign counterpart, 
Jhe RBI may frame rules wherein the Indian Branch is given a business dlsincenti >e as the closure of 

business if the said information is not provided by the Indian Branch! ■ ■ 

1 

3.31 It is also suggested that in some of (he DTMs where there is much emphasis on Secrecy 
Clause, the treaties may be renegotiated on the fines of OECD Mo del Tax Convention Article £6, A new 
Clause should be inserted In the treaties by signing Protocols prohibiting the country from withholding of 
information on the^grouhd/ pretext that the said information Js not needed by thelrTax Departments or 
their domestic law prevents the FUs or banks to pass on such Information. If such an amendment Is 
brought then the contracting countries will not have any ground to refus^ information. This practice is now 
being adopted by all the developed countries and tax havens are being pressurised to give Information. 

Foreign Remittances : 

3.32 Over-invoicing arid under-lnvoIcing of Imports and exports is a regular phenomena, and the 
difference In prices of goods and services are settled through Hawala route or by adjustments, White the 
transfer pricing regulations check such transactions between associated enterprises, they have nd role in 
cases Of transactions between unrelated transacting entities, Therefore, stricter laws need to be 
implemented so that such operators should be punished expeditiously. ■ 

3.33 Use of the Mauritius route and other tax havens, as channel for avoiding payment of taxes in 
India, with the help of loopholes in bilateral agreements crj double taxation, may be stopped by bringing 
in F-^fopriate legislative changes either In the Actor in thb jh respsctive''DTAAs. Suggestions to strengthen 
tht. ts could be the following: 

(a) Withdraw Or amend Circulars No'. 562ar.d 7S9 Issued by theCBDT. 

(b) Make round tripping clause In the DTAAs with stringent non,applicability of treaty benefits, or 
necessary changes be brought in the law. 

(c) Strengthen the laws for monitoring of investments in/from India into a 2 eroflow tax countries. 

1 ■ ' ■ , y 

3.34 Replacement of taws treating economic crime as .criminal offence instead of civil offence 
under FEMA. There is room for thought to consider whether- someconeeot of criminality mens rea under 
FEMA has to be brought back especially In repetitive offences, offences Involving securities markets, etc. 

( i 
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3.S5 Share market is one of the sectors where Ill-gotten money spread abroad Is brought back 
tough transactions from tax havens or low tax Jurisdictions/Unfortunately, the KYC norms are not fully 
and neatly extended to the Fils, their sub-accounts, their Participatory Notes (PNs’Jand other non-resident 
investors. Presently, the mere fact that they are registered with seme Regulatory authority In any country 
shields them from the further Investigations by the Indian agency, this soft'gtove treatment should be 
stopped and SEBI as well as Income Tex Department and Enforcement Directorate should be empowered 
to ask for the actual identification of these Investors' sub-accounts and PNs etc. 

Law& Procedures 

3.36 The Law Commission should be entrusted to suggest ways, including legal enactments, which 

<■ i provide for harmonizing various proceedings under'different'financial laws. This would include 
p .edures to formaifse setting up teams, where investigation officers fromdlfferent departments, even 
ministries, could be formed for any enquiry The maJfi srnd basic offence should determine the nodaf 
Ml nistry/p apartment to provide the team'leader, who In turn would have'members of the team from ell 
other departmente/ministries till such investigation is complete. Thfe'ie'fl.p.racttce■followed in the U.S., 
which too has a federal structure, but'has an effective, workable system, without which there can be no 
effective deterrence, , L ■ r " 

3.37 ■ Under Section 131 of the Income.Tax Act, there Is-a requirement of nexus between the 

documents called for and the proceedings pending, and the l-Y authorities cannot make roving enquiries. 
Action for false statement underoath.cannot be taken under IPC, Under the CPC, a warrant of arrest may 
be obtained for production of .the witness to the court or else prosecution proceedings can be infUatsd 
under section 174 of the IPC for failure to respond to summons. Failure to comply to a summons can also 
entail a search under section 13 2 of the income Tax Act. However, launching prosecution is a cumbersome 
process. AS time is of great essence In investigation of a tax evasion cess,.it Is not possibfe to conduct a 
search In every cas^ of non-compliance.-Section 272A(1 )(c) of the Income Tax Act prescribes a penalty 
for non-com pliancy to summons under section 131 of Rs. 1 D.D00 for each such default which is hardly a 
de terre ht. T he refete, provisions et kin to C PC/I P C n ee d to be I n cqrp era to d fh jthe Inco ma te x law to a nfo roe 
attendance of withOsses, The quantum of penalty impossible under.&ectiorc 272A(1 }(c) also needs to be 
enhanced to have effective deterrence. . ? ■ 

, i , 

3.33 At present, IncorfiC tax authonly’ls empowered to carry out survey u/s 133Aofthe Income Tax 
Act only In a premise at which a business or profession Is carried on. Therefore, an ihstltutldn or trust, 
apparently having charitable object, cannot be covered undek section 133A, However, in many cases, 
charitable Institutions are being run on commercial fines fdr .generating profits, though the declared 
objectives of the Institutions are stated to be charitable in nature. This impediment should be removed. 

1 1 . - ’ 1 " ' 

3.39 There is no power to call for witness during survey," If the esgesaee Is uncooperative. The 

words‘on oath'should be Inserted after the words 'record the statement of any person 1 in the wording of 

Section 133A{3}p) so as to preclude the possibility of retraction at a later stags. Provisions on the lines 

of Section 132(4 A) should aEso be Introduced In Section 133A, so as to create presumption of ownership 

as regards books of. accounts, etc,, found in the course of survey. ■ 

3 .< No power Is ve sta d in D irecto rs of i n co me Ta x {tnVes tig atl on} to g ra nt sa n otto n for prose cu tio n 

for o.i ences that octurin connection with the work area related to the Investigation Directorate l.e, under 
sections 27SA, 27SE3, 277A end 27B of the Income Tax Act; 1961, This, should be introduced in the 
Income Tax Act. 

3.41 Penalties that are not related to assessment, such asforfaiiure to maintain books/get accounts 
audited, etc,, the penalty amount Is too low to act as an effective deterrent, For Instance, oenally under 
section 271A for failure to keep, maintain or retain books of account, documents, etc, is £25,000 vtoh 
will hardly act as an effective deterrent. 1 - 

i 
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3.42 There Is ho provision under the income tax law to determine whether any in com e/asset are 
from Iegaf.or Illegal means- This should tie introduced in the law'and stringent taxes and penalties imposed 
for Illegal income/wealth. Maximum, marginal rate can be enhanced for charging undisclosed Incomes. 

3.43 Though there ore rules for arriving at arm's length prioe (ALP)' lh the case of International 
transactions with related entitles, there kre no such rules for arriving at Al p Jr. transactions with unrelated ‘ 
entities whether within the country or outside, which should also be considered. 

3.44 There is no power of contempt or grant of summary punishment for false evidence, or enforcing 
attendance of witnesses or committing a person to give evidence or produce bo oks/docii merits. For 
effective criminal Investigation against tax evaders, provisions akin to’Chapter-XXVI of Cr PC need to be 
lr uced In the Income Tax lav/. 

3.4$ The Forms No. 60/61 and Form 15G/15H should be suitably modified so as to also capture 
the fields such as "Date of Birth”, "Date of Incorporation" and "Father's Name" for population of valid PAN 
In non-PAN data collected by CIB units, Obtaining copy of KYC documents should be made mandatory. 

DIRECTORATE o f revenue intelligence ; 

4 

4.1 For execution of the provisions of forfeiture of’ properties under the customs and narcotics 
laws, the difficulties faced are mainly identifying the property, identification of relatives/associates In 
whose name the property Is acquired, lack of co-ordination between different agencies, shortage of 
resources/manpower, paucity of time, etc. Until all revenue re cords indicating the ownership of any property 
are compulerized/conn acted all over India through a server, it is bo tedious job to identify property owned 
by an offender particularly when it is at a place, other than the city of his residence, 

4.2 Bilateral agreements or the International Convention on’Mukial Administrative Assistance 
for the Prevention and Repression of Customs offences (CMAAs) 

The role of international cooperation In effective Customs enforcement can hardly be ever 
emphasized, in<£islhas signed bilateral cooperation agreements/ Memoranda of Understandings with 23 
countries (which delude' EU and SAARC Blocks), This arrangement helps the Customs Department in 
gathering information and investigative assistance relating to Customs offences which have direct linkages 
with the generation of black money, Although the experience, so far, in thjs regard has generally been 
positive, successful partnership depends on interest and the willingness'of the partner country and also 
their domestic privacy laws end other legal provisions, However, the world over there Is an Increasing 
desire for mutual cooperation and sharing of Information.tCMAAs are very effective in checking invoice 
manipulation and other trade malpractices. Strengthening and expansion of CMAAs w : ll be highly beneficial 
(o the cause of curbing the menace of black money generation and its movement across international 
Bo-ders; it would b'e useful If the scope of such agreements is expanded and such agreements are 
concluded with a larger number cf countries. Ind ia has also made appposal In the W.T.O, at Geneva for 
a multilateral agreement for such exchange of Information. . 

4 3 The Central Government has provided for schemas envisaging Incentive In respect of Central 
Excise duty to units located In North East States, H.P, Uttarakhand and, J&K. This scheme Is being 
ot a d by way of exemption from central excise duty to uhits manufacturing goods in H.P and 
Utwkhandi However, in the case of North East and J&K, this scheme-is being operated byway of 
rerund of central excise duty paid in cash on finished goods. The refund schema provides double benefit 
in view of the fact that the buyer of the goods gets CENVAT credit also and further It Is prone to misuse in 

the following manner , ' 

el Over production Is shown In order to get more refund of excise duty and clandestinely 
removed goods, on which no central excise duties have been paid, are regularized and find 
their way Into the mainstream without payment of 2 ny taxes and at the same tirriB Input credit 
is availed using invoices of units located in these States '. 1 * t • 
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b) In most of the oases inputs are shown procured from traders to avoid credit of the CENVAT 
to maximize the refund and this modus ooerandi also facilitates diversion of inputs to other 
units located in tax zones { particularly to SSI units), . 

'Accordingly, It Is proposed (hat exemption from Central excise dufy may be provided to units 
located In J&K and tho North East {similar to H.P and Uttarakhand) and refund scheme may be done 
away with, 1 

4 A A detailed 'Risk Management System' (RMS) has been H pLK in place to facilitate the'lmport 

clearance of repufbd clients and four risk consignments. In the face of.eve[ increasing glocaI trade and 
growing volume of import cargo, RMS ensures better utilization of existing resources to deal more effectively 
\ iuspected/targe'ted cases of misdedaration and norr-compllance,. Regular examination of medium 
ana high risk consignments is done to rule out misdeclaratioh: Moreover, there are various enforcement 
agencies at different levels to detect cases of misdeclaratlon. Every year, thousands of oases of 
undervaluation'and m I sd eel a ration are detected at different levels and Hie importers are approprlWy 
penalized and are made to pay the correct amount of Import duties along with interest if any, Search, 
summons* seizure and arrest previsions have been provided in th$ Customs Act, 19621c deal with oases 
of undervaluation and misdeclarallon as criminal offences. Depending on the magnitude Qfthfl Pass, 
penal provisions Including Imprisonment already'exist fn the Act ibid. However, Hon’ble Supreme Court In 
September, 2011 has declared that offences under the Customs Act are non-co gnlzable and bailable, 
which Is posing legal 'problems in Investigation of the cases by Customs Preventive formations Including 
OR]. A suitable amendment may be carried out In the ■provisions of the Customs Act to declare the 
offences under the Customs Act as cognizable and offences under section 135 of the said Act may be 
made non-bailable. ’ 

AS In soma cases, it has been noticed that foreign remittances against exports are received from 
thirc parties who are other than the consignees and are not related tb.either buyer or consignees. This 
provides for a mechanism where goods are consigned to and olearfedat h placed some declared value 
whereas highly inflated paymenls for the' said transactions routed through another entity situated 
some wherb else.i The use of this mechanism facilitates the illegel cycle of flow of funds for the purpose of 
export benefits only. Accordingly, the banking system should be advised to curb the misuse of banking 
provisions by employment of the aforesaid modus operands Proper verification of foreign remittances 
may be done by banks and bank realization certificates for realization of export proceeds may be Issued 
only thereafter in cases of remitlanee received from third parties. This will help In curbing the illegal Inflow 
of black money as well as the burden on the exchequer on account of undue export incentives. 

i 

4,6 Section 142ofths Customs Act, 1962 provides for recovery of dues from sale of goods under 

Customs control or movable/im movable property of the person frpm whom, the amount is to be recovered. 
However, it does not provide for recovery of sale proceeds of smuggled goods. The section should be 
amended to provide for recovery of sals proceeds of smuggled gocds.i.e black money generated^ 
transferred in International trade. 

" ■■ ' , 
z 7 . Section 28BA of the Customs Act, 1962 provides for, provisional.attachment of properties 

wnere show-cause notice (SCN) has been issued u/s 28(1), However, it does not provide for such 
p ilonal attachment in cases of SCM issued u/s 28 (4) or other circumstances like drawback fraud. 
The section 'should be amended to provide for provisional attachment of propeity m respect of SCN 
issued u/a 20(4) and in other cases such as duty drawback fraud to protect the interest Of revenue, 

4 8 Existing provision underthe CustomsAot, i962provides fo; punish me n't byway of imprisonment 

up to 7 years for smuggling of FICN. However, the very nature of this Ellegat activity makes 4 highly 
dangerous to any economy In particular and to the world trade in-general, Stringent laws. Including 
enhancing the length of punishment from 7 years underthe existing Jaws, should be incorporated to dees 

with FICN more effectively. 


Page 10 of 66 




' |02 c f 

Block Money Corrtmliiee Report, 2012 

* * 9 % 
m t 

I i I 

DIRECTORATE OF CURRENCY 

5.1 The Government had constituted two Committees for suggesting reforms in those two areas, 
which are more prone to corruption and generate a significant ampunt of black money. Both the Committees 
have already submitted their reports to the Government and this committee suggests that decisions must 
be taken urgently In a time bound mender to plug the known source of generation in black money. The 
Reports are summarised as under; 

A. REPORT OF THE COMMITTEE ON PUBLIC PROCUREMENT; 

\ 

A.1 Corruption in public procurement and contracting is an-Vnportant source of generating black 
mr The government and Its agencies Incur huge amount bf public fUnds on the procurement of 
gc an d services f or varl ou s wel f a re programme s an d a I so f o r t h eir o wn u s a. 111 s f act tha t the pu b lie 
procurement Is a necessary and all pervasive activity within Government and Its organisations, stretching 
across the breadth and depth of the Government structure. However, efficiency and probity in public 
procurement, on the one hand, determines the efficacy of the utilization of.public funds and on the Other 
hand, it affects the public perception of the credibility of oubllc procurement In partlcu lar and the level of 
governance Jn general. 

A.2 The view has long been held that there is need to undertake systemic and procedure! 
Improvements In this area. The recent revelations of mal-practices In high profile procurements have only 
Drought out the urgency Of need to reform in this area. Therefore, the Government had constituted a 
Committee on Pub lie Procurement under the Chairmanship of Shrt Vi nod Dhell to suggest a comprehensive 
procurement policy to reform public procurement. The Committee looked Into various issues having an 
impact on public procurement policy, standards and procedures. 

A, 3 The recommendations of the Vinod Dhel! Commrttea are aimed at bringing efficiency, 

Transparency and accountability in the public procurement.;The Committee has proposed basic reforms 
in the whole area of public procurement, including the legifand regulatory f ra m a work,, the institutional 
structure, the deployment of modern technology In aid of public procurement, as well as overhaul of 
certain specific prevailing practices. Theemphaslsison transparency and putting maximum information 
In public domain l.e„ public procurement legislation and an overarching e-portal (public procurement 
portal) that acts as a one-stop shop for tendering, bidding and payments of earnest money. 

A, 4 The fast CoS meeting on this subject was held on 8.8.2011. It was observed In this meeting 

that a statement laying down the over-arching policy on procurement may be issued and work on drafting 
a law may bo taken'up. Department of Economic Affairs hod also, agreed Id go for a separate law on 
public procurement. Accordingly Department of Expenditure vide their; OM No. 2/3/2011 -PPC dated 2nd 
December 2011.have circulated the Draft Public Procurement Sill fouhter-mmisterial consultations. It is 
therefore, necessary that steps are taken In a time bound .manhe/ to help, in bringing to an end this 
Important source of generating black money. - 

B. COMMITTEE ON ALLOCATION OF NATURAL RESOURCES: 

B 1 Another significant source of generating black moneyjs the alleged discretionary end non- 
trar --rent allocation of natural resources. Therefore, a Committee on Allocation of Natural Resources 
(Ca. 0 was constituted by the Government under the chairmanship of-Mr. Ashok Chawla, former Finance 
Secretary, inter-alia to deliberate on issues of enhancing transparency,,effectiveness and sustainability in 
utilization of natural resources, consistent with the needs of the Country to achieve accelerated economic 
development. 

B,2 The committee Identified natural resources such as coal-minerals, petroleum, natural gas, 
spectrum, forests, water and land, wherein the Union Government had a major role to play In articulating 
the policy framework or otherwise Influencing the manner of thei relocation, The important 
recommendations of the CAN R relate to, among other things;, standard I sing the'fcrmat of minutes for elf 

• , « 
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Standing Lirtkags Committee {Long-Term) maetfogs, particularly for meetings where allocation decisions 

S^- ma 2?Jl has &S0 proposed MFnas and Minerals {Development and Regulation! [MMBRl Bill 
2011 which has been drafted to replace the existing MIUD.R Act, 1&57 may accommodate a variety of 
allocation mechanisms-both for areas of known and unknown mineralization- provided they are ooen 
transparent and competitive. f ^ 

B.2 The committee mainly recommended that the Government should put in' place transparent 
market-baaed mechanisms In the allocation and utilisation of natural 'resources;The Committee has also 
recommended that while it is Important for market processes to b$ used wherever relevant and feasible 
the capacity for oversight Is an integral component of an Institutional architecture that ensures transparent' 
efficient and sustainable allocation and use of natural resources. L . ■ ■ 

The GoM In Its sixth meeting dated 30th September^ 11 considered the recommendations of 
CuS dated 29th September 2011, After 'detailed deliberations, most of foe recommendations of the 
CANR were accepted as proposed by the Committee, DEA'was askpd to prepare a policy paper with 
regard totransferoralienalion of land held by Government and Government controlled statutory authorities 
and take further necessary steps to bring ft to the Cabinet forfinal approval urgently. These steps shall 
ensure monitoring over leakagesfrom thesystemlnforrp ofbfock money and'will also bring more revenue 
to the Government r L 

5.2 Ratification of Palermo Convention; The ratification of Palermo Convention will heip in getting 

coop era ;i on fro m forelg n Jurisdl ctio h on Ihebaslsofthlsm ultl -lateral .tree ty \i , e r P a le rmo), i n those ca se s 
wherein India doesn't not have Mutual Legal Assistance Treaty on criminal matters, The .scope of 
cooperation shall Include both of collection of evidence and causing confiscation of assets linked to 
Scheduled Offence In India. ' : 

■ > i 

6.3 Implementation of recommendations or Committee on Beneficial Ownership, This will help In 

identifying the beneficial ov;ners of the leg^l entitles 1 - 

5.4 Signing of MOLT by RBI with Chinese Banks, and others, will open a noth ^'channel of accessing 
information of a customer of foreign bank, which is or Interests India. 

5.5 Directorate of Currency needs to overoorre the issue of counterfeiting and ensure that coins 
and currencies are machine readable, which will make the routing of cash transactions through banks 
more easy, user-friendly and attractive, The'DoC needs.to be strengthened to achieve these objectives. 
This will go a long way In eliminating cash transactions, which are conduit for black money. 

r , r 

FINANCIAL INTELLIGENCE UNIT fFKHNDl 

6.1 The Issue of black money is Complex and has many facets that must be analyzed before 

adopting a prescriptive approach. There should bee commonly agrebd ddfirililon,,fo£ causative factors, 
the modus operand!.for generation, concealment and transaction h of.black mbney/in order to evolve a 
comprehensive and'integrated regime to combat biack money, Subject to this, some general suggestions 
that could help mitigate the problem of black money'are as follows; ' ' \ , 

A. Equal focus on black money In India and that in foreign countries'; 

1 ■ ■" 

6.7 A lot of attention has recently been given to bfock.mcney transferred abroad. Any policy on 
re. /yofbjack money should give equal, if not more, importance tofoe fool thaHarge amounts of black 
money are circulating within the country. The recovery of the domestic component Gf black money is 
relatively easier compared to retrieval of black money stashed in fo reign jurisdictions, which requires co¬ 
operation from other sovereign countries having (heir own legal system and procedures, Effects® handling 
of the issue domestically can produce tangible results with* comparatively lass efforts and resources. 

B. Effective mechanism to track ben ami assets: 

6.3 The Benami Transactions Prohibition Ad has not yet come to force despite having been passed 
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0f UV*? ^ bS(laml aSSetS ara ar ' "tport^ fn««n« °f investing black mcney' the 

relevert ^der he eu ranw, a ° i . l ! ,a ^ (! ' wi[h eppropriate.changes. if necessary, to make it 

rerevanT under tna current socio-economic situation. 1 , 

1 , * 1 

.Effective mechanism b tr-ack and confiscate proceeds" of crime: 

° f f th f e l ^ xr5trn 9' le 9 al and executive.framework to detect and confiscate 
fid assets of criminal orfon ho raMiBu.ro.rf , 


C> 

6.4 


*"* of criminal origin *»£ b“ e 

Ihat U ndi*pM LA S t C h » ^dsn' T, T pr0<:eedS ° f 'appear feasibfa in viewof the fact 

awused FMWl ’: h ^ f P 0 process of crime are untainted property is on the 


r sax-related offences as predicate to money laundering: 

' S LjntJerw ^ on lhe desirability and feasibility of making lax offences 
!^ r ^ Cate ° ffe ^ CSS ! Jn i BrtJie ^i-money laundering legislation, Cartairi countries like the United Kingdom 
f0iad S r * a V ax offeriC&s as predicate offences under their ami-money laundering 
legislations. India could consider aligning its policies on this issue with the standards that would amerce 
from tne deliberations of the Financial Action Task Force (FATF), 


Ef Reporting of foreign remittances: | 

6.6 Foreign remittances using corporate structures and the formal financial sector infrastructure 

could possibly be a popular method of transferring funds (even of Illegal origin} te foreign Jurisdictions or 
even for muting back to India through Foreign Institutional Investment (Pll). There is a need lo create a 
robust database of such remittances and carry out an analysis of their backward and forward linkages in 
order to understand the nature and legitimacy of the funds transmitted. FIU-IND mav be empowered by 
few to receive reports (similar to other reports submitted to FfU-IND) on all international funds transfers 
through the Indian financial system. The FlUsofAustraliaandthe USAarealready mandated to receive 
such reports. 


F. Database of new and dosed bariK accounts; 

■ * 

6.7 ^ There Is also a need to have a central database of all, accounts opened and closed in ail 

financial institutions In the country. This database would be of immense help In Identifying all the accounts 
that a person suspected,of having black money is operating all over.the'country, Including accounts of hJs 
close relatives and business concerns. 


6 .B The Financial Intelligence Units (FIU) all over the world sire essentially the creation of FATF 
Recommendations. !n the Egmont Group (an organization Of all FlUs in the world) the Indian FIU has 
gained eminence due to Its technical and other expertise, and FFU-IND has also come In for exceptional 
praise by the onsite FATF team. An essential criterion for com pi fence to FATF Racommsndatfon is autonomy 
In FlU's organizational structure and Its functioning as required by the FATF. Therefore, the FJU should 
not be keptunderthe administrative control of the Government for its core functioning, which Is collection, 
analyses and dissemination of financial Intelligence. , 

6.9 The Central Economic Intelligence Bureau (CEIB), which Is $Fready collecting data from state 
pal' mfake Indian currency notes (FICN) h may utilize the resources of FIU by sharing complete details 
Of t h filed by the State police, which would act as the data 'base Tor the FIU and in turn make the anti 
money laundering and CFT regime stronger. For this purpose CEIB may consider having an MOU with 
FIU r on the lines of CBDT's MOU wifh FIU, r ■ > ' 


DIRECTORATE OF EKFORElVrENT ■/ < 

7. Comprehensive amendments to the PMLA have been recommended'by the Directorate of 

Enforcement to the Department of Revenue to make the anti-money laundering Jaw more effective. 
These are at an advanced stage of consideration. 
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8 . The response of trade & industry Codies to the request for suggestions has not been very 

encouraging. Only FICC1 and ASS OGHAM responded. Their suggestions. In elude bringing transparency 
through use of technology* reducing th+ Informal and cash economy; prohibiting personal expenses In 
cash by certain IImIts,. Implementing the GST regime, ahd bridging e'seheme to declare undisclosed 
assets. . ’■ ■ . 


9 .i Qne common demand from the public is that high denomind'Hiort.currericy notes, particularly 

r, i and ^500, should be demonetized. In this connection, It is Observed that demonetization may not 
be a solution for tackling blaok mon^y or economy, which is largely held in the form benami properties, 
bullion and Jewellery, etc. Fqrther, demonetization will only increase the cost, as- more currency notes 
may have to be printed for disbursing fte same amount. It may also have en adverse impact on the 
banking system, mainly logistic issues, l,e. handling and cash transportation may become difficult and 
may also cause inconvenience to the general public as the disbursal dr payments of wages/salaries to 
the workers wilt become difficult: Besides, .it may also adversely Impact M environment as more natural 
resources would be depleted for printing more currency notes. Qemonetization undertaken twice in the 
past (1946 and'1976) miserably failed, with less than 15% of high curfency notes being exchanged while 
more then 35 % of the currency notes never surfaced as ths J bwners suspected penal action by the 
government agencies.^ / . 

9,2 j S'ome other recommendations received .from the public; Inter ^lia, ara> 

(l) . Declaring black money espetion&l.asset and confiscating .Illicit wealth: 

(il) More stringent laws and'punlshments, Including life-term for those Indulging in corruption or 
stashing black money abroad; ^ ■ 

{iji} Special courts should speedily (ry case’s of corruption apd economic offences; 

(iv) ' Expahd'banking; operations and .use Of modern nel-drlven/mobfla technology in monetary 

tranisteltons; 

(v) More transparency in government functioning, particular in tendering, award of contracts, 

payments, and delivery of services ; . L . l 

(vi) Reduce taxes, such as Bthmp duty, capital gains tax, ate., and simplify procedures; 

fvll) increase public awareness about iifs Of black money and eruption by Including it in school 
curriculum, launching public campaigns, publishing names of tax-defaulters and persons 

■ 'with iIPcit accounts abroad; r ■ , . 

(vlil) Brings voluntary disclosure scheme with/without penally and then strictly enforce economic 

■I aws; , 

(lx) Reward to Informants of biack-money; - s ■ ■ 

X) increase the effectiveness, of departmenis dealing with taklaws - Inareese their manpower 
ensure its Integrity, incentive them with 1% of the black, money defaced, develop good 

M) Sring strong .Lokpal Bill to monitor and punish [iolltioal oorruotlon, dlsmiasalof public servants . 
found to indulge in corruption, debar corrupt politicians.from contesting elections, etc, 

MEASURES FOR UNEARTHING BLACK MONEY 

f 

Provisions to get information, confiscation of foreign assets, atc^ 

10.1 Different agencies of ms Government are engaged In collodion of information, which can bs 


NIPFP & Gupta r&pcrle, op cited 
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used in identification of black money. The Centra! Board of Direct Taxes (CBDT) and Centra! Board Of 

Excise & Customs (CBEC) are epex tax bodies of the Central Government and mainly tasked to check 

the evasion of taxes and trade-based generation of black money, Reporting mechanisms are prescribed 

under the laws governing levy of Income lax, customs, excise and service tax'; FEMA'and NDPSAct, etc. 

Financial institutions and Intermedia rless registered with SEB! are required tcrfu rn I sh details of transactions 

to the I ncome-lsx authorities. Besides, 6th er ministries /department^ such as Ministry of Corporate Affairs , 

Ministry of Commerce & Industry, and'various agencies under them also collect Information of varied 

kinds, information Is sometimes also exchanged in terms of proceeding? for bilateral agreements for civil 

and criminal court proceedings on e case to case basis, Under the EGMQNT* set-up, Financial intelligence 

Units fFJUs) of various countries, including RU-IND1A, ^Iso exchange information. The Information 

e L ^anged by FiUs may pertain to a whole range of predicate offences and the associated money 

l L Jerlng as, well a? terrorist financing and can ba used by the recipient authorities, subject to prior 

authorisation of the authority that provided the Information. However, the.most comprehensive orovisicns 

for the exchange of outside information exist In the double tax avoidance or tax Information exchange 

agreements/treaties that India has with various countries (details given later). 

, ■ ■ ■ h 

10.2 India has Criminalised money laundering (Ml) under both the Prevention of Money Laundering 
Act, £002 (PMLA) gs amended In 2005 and 2009, and the Narcotic Drugs and Psychotropic Substances 
Act, 1935 (NDPS Act), es amended In 2001. India's anti-money laundering regime Is centred on the 
PMLA with the formal objective to prevent money laundering and to provide for confiscation of property 
derived from or Involved In money laundering. Sectron 3 of the PMLA provides that the offence of money 
laundering is committed where someone "directly or indirectly attempts to indulge, knowingly assists or 
knowingly Is a party or is actually Involved In any process or activity connected with the proceeds Of crime 
and projecting It as untainted property”. The Unlawful Activities (Prevention)Act, 1967 (UAPA) tackles the 
matters relating to terrorism and Its financing, The UAPA was amended in.2004 end 2006 to criminalise, 
inter alia, terrorist financing and to strengthen the fight against terrorism and terrorist financing. 

10.3 Counterfeit currency Is aiso one of the sources of generating black money in the country. 
Therefore, the Directorate of Currency (DoC) has been created In the Ministry of Finance with the approval 
of the Cabinet. ThB'DoC, Intor-aiia, monitors and reviews the efficacy of the existing security features in 
th e cu men cy holes, Th e DI recto rate of Currency has Inltlatscs the p recess to, f u rthe r u pg rad e the S'ecu rtty 
features to be incorporated In new series of bank notes expected tobe.ls&ued in 2012, 

10 A India ha s co m mltted va riou s issu e s to FATF th roug h Actio n Plan, wh ich would h e tp in creatin g 
adverse climate to money laundering. The assets of criminals acquired through laundering either in the 
country or abroad shelf be targeted in a greater strength Amongst the committed issues, some of them 
having more direct bearing on detection of black money'fcrime money) are as under: 

(i) Section 3 of PMLA criminalize the act of laundering of proceeds of crime relates to Scheduled ■ 
Offences (i.e, listed offences). The offences listed in Part- B of Schedule can be presently 
investigated only if proceeds of crime are to the tune cf Rs.3G lekhs or more. This threshold 
Is likely to be removed In the proposed amendments. As a 1 result, larger number of fresh 
oases would be available tor investigation under the Act. 1 

(II) The procedure for confiscation cf proceeds, of crime has been provided in Section B, The 
existing procedure is very lengthy, cumbersome and linked with the conviction in predicate 
offence. The said procedure is.being simplified, in the proposed amendment, which shall 
help in expediting of confiscation action. 

' . ' h 1 ■' 

3 Recflgnteihg \he. bunaliis Inticireni m topldayflloprinent or a rework, n -1 h 9^ s group of Finance Imslllgenok Urui^ (FlUs.) rnel 
at toe =gmo:it Pelate In Bruestl* and decided to asfabNsl; an irifa-mal group vtooaa goal would be to fadlltots 

international cBoagratb*. Now known as toa Eqmont Gray*. tocso Fius meat rsgulfirf/to find ways to Bowarsite, ispsoially 
ir. too fl'eas af infomfli.on tycnango, Iralnlrg find tka sharing of &vg^'Lise, r 

■ -Jr 
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Oil) The FIU-IND Is presently generating large number of STp's which are being used by Income 
Tax department for detection of cones ate d/und soared transetiohs by reported persons/entities. 
It is expected that in coming years, FIU-IND would may-significant role In tracking such 
transactions and thus help reduce black money'm the financial system. 

F|vo.pranged strategy of the Government® 

In order to unearth black money kept abroad, it Is necessary that there Is (f) Information about 
the money kept abroad, (II) adequate legislative and administrate© framework to deal with the problem, 
and (iii) perhaos an enabling scheme for offshore compliance to helfl inadvertent tax-evaders commly 
with their tax obligations, • • ' . 

* ’ *• 1 

The Central Government has formulated a five pronged strategy 8 for taking action as regards 
L_wK money keptatroad. The strategy gdcoted Is as follows: 

.(I) Joining the global crusade against 'black money'; ' 

(ii) Creating an appropriate legislative framework; 

(Hi) Setting up Institutions for dealing with illicit funds: " * ;• 

(iv) Developing systems for implementation; and .• i' _ t 

(v) Impartingsktfls to the manpower for effective action. ' 

11.2 In line with above strategy, the Government has taken several steps In the last two financial 
years, India as a member of G20 has played very active rote In raising various Issues relating to curbing 
the menace of black money, viz. financial transparency and end to banking secrecy (April 2009 at London 
Summit); develop toolbox of counter measures against non-cooperative Jurisdictions (September 2009, 
Pittsburgh); declaration to conclude Tax Information Exchange Agreement (Seoul Summit, November 
2010); getting past .banking Information (Pe.[is, February 2011 & Washington, April 2011), 

11.3 Global Forum on Transparency and Exchange oMnformatr'on for Tax Purposes was reconstituted 
in 2009. India has played a Key role in finalizing the terms of reference, methodology, assessment criteria 
and schedule of reviews at New Delhi in February 2010. In-June 2010 Ihdia became the 34th member of 
Financial Action Task Force, responsible for enforcement of anti-money laundering (AML) and combating 
Financing of terrorism (CFT’i regime. India joined the Task Force on,Financial Integrity and Economic 
Development in order, to bring greater transparency and accountability jn the financial system, India 
gained membership'of the Eurasian Group (EAG) in December 2010, and r$ actively participating In 
policy groups of OECD and UN on Exchange of Information, International Taxation and Transfer Priding 
as observer and member respectively. India has also recently signed the Convention on Mutual 
Administrative Assistance In Tax Matters as amended by the 2010 Protocol. 

114 In 2009 India had 78 Double Taxation Avoidance Agreements (DTAAs) in force (TABLE4S1). 
Out of these only 3 countries namely Iceland, Tajikistan and Myanmar already had specific provisions for 
exchange of information. Although in the balance 75 treaties, there are Articles on "Exchange of 
information^ In a number of cases, they are not bs per current International Standards. Accordingly, 
steps are being taken to bring them to the Intemationaf standards.' Simultaneously, negotiations with 
some other countries (apart from tha 78 countries with whom DTAAs existed In 2009) have also been 
In d. WhffenegotiatlngnewDTAAs, th a G ovs m m ent he 5 -ensp fed that the Article con cern I ng exchsng e 
of iHiurmetron Is in accordance with international standard. Significant progress has been made by India 
m this regard during the past two years. As on date, negotiations have been completed with 2.8 countries 
with which India aiready has existing DTAAs. These agreements have also been Initialled by the respactive 
countries. 19 new DTAAs have also been finalised, where the Exchange of. Information Article 1$ in line 

wJth International standards. Thus, negotfatfons/renegottetiorTS of DTAA3 with 47 countries have been 

i 

a 4 — I 

* Inpula from FT&TR DMsiem of CBDT 

4 Announced by Finance Minister In lb* Pres* Con'ercnce on 25* January, 2012 . • _ ■ 
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completed, out of which 15 DTAAs have been finally signed, The current status of negotiations is 
summarized at TABLE-E2. . ' . 

11.5 The amendment to tax treaty with Switzerland has also been signed and approved by the 
Parliament of Switzerland on 17th june 2011. It has entered Into force on 7th October 2011. The amended 
Protocol will allow India to obtain frgrli Switzerland, in specific cases,'banking Information (as well as 
information without domestic Interest) 1 which relates to period starting from 1 st April 2011, 

11.6 moia is trying to Include in its DTAAs an Article relating to Assistance in Collection of Taxes. 
Only 30 DTAAs contain an Article on Assistance in Tax Collection, Most of the countries do not wish to 
have this article as It Involves commitment of domestic resources for collection of tax demand of the other 
- 'try. With certain low tax Jurisdictions, India has taken steps to sign Tax .Information Exchange 

. iments (TlEAs) In place of comprehensive DTAAs, The current staius of these requests is summarized 
at TABLE-E3. In all the TlEAs negotiated by India, there is provision for Tax Examination Abroad which 
will help the Government In sending its officers abroad for Investigation, Government has also enacted 
legislation to prescrlbo tool box of counter measures as an antl-avoiqance measure by inserting section 
94 AI nto the I ncome-tax Act th rou gh Finance Act, 2 011, 

11.7 The followlng.speelficnew provisions ere proposed for checking generation of black money in 

the Direct Taxes Code Bill; * • 

a. For the purpose of levy of wealth tax, taxable assets have been defined to include deposits 
in banks located outside Indie In case of Individual, un re ported bank deposits In case of 
others, interest in a foreign trust or any other entity (other then foreign company) and any 
equity Or preferential shares held In a controlled foreign company, 

b. The General Anti Avoidance Buie (GAAR) has been Incprporatad to deai with aggressive tax 
planning devices used to circumvent tax laws.' 

c. Specific Controlled Foreign Company (CFC) rules have been Incorporated to bring to tax 

passive Income earned by residents from substantial shareholding in companies situated In 
low' tp* jurisdictions, ' 

d. A reporting requirement has been Introduced making' it obligatory on the part of resident 

assessees to furnish details of their investment and interest in any entity outside India in the 
form and manner as may be prescribed, , 1 , • 

* i 

11.8 The Prevention of Money Laundering Act (PMLAJwas.amended on 1st June 2009, whereby 
the predicate offences listed In the Schedule Of the Act were substantially Increased. This amendment 
has widened the scope pf money laundering Investigations, * 

11.9 Government has set up dedicated computerised Exchange of Information (Col) Cell for an 
effective exchange of information to curb tax evasion and also.created the Directorate of Income Tax 
(Criminal Investigation), or DCt, in the Central Board of Direct Taxes vide a notification dated 30th May 
2011. The DO. heeded by a Director General of Income Tax (Criminal Investigation) at New Delhi, will 
perform functions Id respect of criminal matters having eny financial imputation punishable as an offence 
under, arty direct'tax law. The Government has already set gp Income-tax,Overseas Units In iwo Indian 
\ tns abfoad, and eight more, such units are being setup to strengthen the Information exchange 
nwanism. The Government has strengthened the Foreign Tax Division, .which.deals with the work of 
exchange of information, and the Investigation Division of CBDT. The Directorate of International Taxation 
and Transfer Pricing in the income-tax Department have been strengthened, £s flow of money outside 
Indra also takes place through mispricing of internatlonal.b'ahsactions/The Directorate of Enforcement' 
has also boon strengthened by creating additional posts. As a part of capacity building and skill development, 
8D officers were Imparted specialized training in tbe field Of hternaticrral Taxation and Transfer Pricing in 
the last two years. Foreign training for officers in investigation and criminal investigation matters is also 

in the pipeline. ' . 

. . Page 17 of 65 f 




1 , 


B^ck ton tty CorrfrTMrsc Repct SflTS 


°3e 


Results achieved ■'• j L - . ' ■ 

11.10 The fight against black money h both inside and'outside the country, has "yielded the following 
results in the lest few yefirsi 

[. On the basis of information received from German tax authorities, tax assessments w&re 
completed in IB cases'resulting in, detection of ufidlsblesecj income of Rs.39.es crore and 
tax demand of Rs.24,26 brore, out of which Rs.1i,75 erbre has already been recovered. 
Prosecution complaints have been filed h 17 cases for various offences under the income- 
tax Act, 1061. L 

■ ■, ( 1 1 

j|. 0,920 pieces of Information regarding details of assets ha[d and payments received by Indian 

citizens in several countries have been obtained whjdi ate Under different stages of 
investigation, ■. " ■ 

P H 

ill. On the basis of Investigations into Information received frqm Fter\ce, In 219 cases, undisclosed 
income of Rs.565 crore has been detected and taxes amounting to fte.l 01 crors have already 
bofln realised so far. ■ J 

IV. Specific requbatofor Information have been made to various countries in 350 cases by tax 

authorities till date. . J 

_ i 

V. 30,928 places of domestic information about suspicious.transactions has been obtained by 
. Fill which are under investigation by respective agencies. 

VI. Investigation wlhg of CBOT has detected concealed income of Rs,1S f 750 orore in last two 
financial years (FY 2099-10 & 2D1D-11), During the first ten months 'cf the current year, 
concealed Income of Rs.a.SBT' crores havetoen detected. Focused searches have bden 
conducted In a number of cases in the current year on tha basis bf information received from 
fotelgiii jurisdictions as also domestic sources, 

VII. ■Directorate of Transfer Pricing na$ detected mispricing of Rs.66,065 crors since 1.4.2010, 
preventing shifting of equivalent profit out of the country. Directorate of Internatlohat Taxation 
has collected taxes of Rs.33,764 crore from erase broader transactions in last two financial 

years, l 

VIII. Internationai organisations like Global Forum, OECD, Task Force on Financial Integrity, ate. 
have appreciated the role that India is playing in the crusade against black money. 

Amendments to the Income Lav/ 1 

12 1 Section 90 of the Income-tax Ad may be amended retrospectively to define the meaning of 
the term "may betexetf, used in various DTAAsfDTACs, in order, to'protect the interest of revenue. 

12 2 Section 118 of the Direot Tax Code Bill, 2010 flrovide» that the Central Board of Oire^TsxBS, 
with the approval of the Central Government, troy enter Into an advance pricing agraemen, (APA) with 
an- -ereon.'Similar provision may be Introduced in the Income-tax Act, 1961 so that APAregima can be 

in nented from 1.4.2012. 

12 3 GAAR ant! CFG provisions are included in the Direct Tax Cgtte Bill 2010. Similar prwsion 
may be introduced In the In come-tax Aot, 1961 so that these provisions can be implemented from-.4,2012. 
Further, an amendment may be made so that GAAR, CFC and speedic anti-avoidarv»rne sures^,n he 
income-tax Act, override tha agreements entered with foreign eour.tnes-or specified lerntones orspeciiiod 
associations, under s&ctlon 90 or 90A of the Act. ' - . 


8 Suggests^ by FT4JR Olvunn of CBD. 
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■T2.4 In recent trm&s it has been observed that when Information Is received In respect of undisclosed 
assets held abroad, the Assessing Officer' Is not able to bring such Income to tax because of the time 
Iimitalion imposed by the Income Tax Act, At presani, sec-tlon 143 re&d With section 14fl of the Act Impose$ 
a time (Imitation beyond which past assessments cannot here-opened to bring to tax such income which 
nes escaped assessment and is represented by undisclosed assets held abroad. This time limitation has 
been prescribed for the sake of bringing certainty In tax assessments but Is presently emerging as a 
major bottleneck In bringing to lax Income represented by undisclosed assets held abroad. Necessary 
amendments In the Act should be made to ensure that whenever such Undisclosed income represented 
by assets held abroad Is detected, it Is brought to lax irrespective^ th$ period to which such undisclosed 
income pertains. .> , 

Tq facilitate Exchange of Information, a new clause (vEii) has been inserted In Explanation to 
Section 153 in the'In come Tax Act, 1961 through FinanceAct, 2011.t9 provide that period commencing 
from th e date o n wh i ch a ref ere nee lor excha n ga of I nf o rmatio n is me d e by th e eo mpete nt autho rtty u nd er 
a DTAA/TIEA and ending with the date on which the information so requested is received by the 
Commissioner or a period of six months, whichever is less, shall.be excluded. As,in a number of cases 
the period In which information Is received fram a foreign Jurisdiction exceeds six months, the law may be 
amended to exclude the entire period taken to receive the Information. In addition, a further period of 60 
days may be provided after receipt of information for completion of assessment proceedings to enable 
the AO to confront the assesses ' - 


12.0 Section 115&BAis a presumptive section for calculating Income of non-resident sportsmen 
(Including athlete) or sports association. Similarly, section 194E alldws withholding of (ax at source from 
the income .of non-resident sportsmen (including athlete) or sports association, However, the scope of 
these two sections Is very limited when compered to Model Article 17 cf the DTAA which covers not only 
the sportsmen but also entertainers In theatre, motion .picture, redlo'or television artiste, ora musician. 
They are currently outside the purview of section IISBBAaswell as194E, Thus the presumptive taxation 
of 10% on gross income cannot be applied.and also there'is no provision of withholding. It would be 
proper that they are clubbed with sportsmer under the Income-tax Act as they are clubbed under the 
□TAAsiO bring synergy between DTAAsand Income-tax Act and such persons under the tax net, 


12.7 In the Direct Taxes Code Bfll, a reporting requirement has been, proposed making it obligatory 

for resident assesses to furnish details of their investments and Interests i.n any entity outside India in 
the form and manner as may be prescribed, In the return form undeMhe present Income Tax Act also, 
provision may be made for resident taxpayers to furnish details of thplr investments and interests In any 
entity outside India, as thelrgtobal Income Is taxable in Ir-dia* 

12.8 Government has taken several steps on the Issue of black money of Indian citizen slashed 
abroad. One of the handicaps in the law Is that there 1$ no r&quiremenhto report foreign bank accounts In 
the tax return. There is a need to provide for such a reporting mechantsrr/along with strict penalty for non 
compliance or wrong reporfng. This will strengthen the fight against tfr eysders who are parking black 
money abroad. In the proposed Direct Taxes Gods, as per clause 113(2), the specified assets for the 

pumoses of wealth tax Include ' * . . ...... ... 

(!) deposit In s bank/coated oute/da /nd/a, frr case of Individuals and Hindu undivided famines, 

and In thedase of other persons arty such deposit pot recorded in the books of account; 

(j) any interest In a foreign trust or any other body located outside India (whether incorporated 

or not) other than a foreign company; and ■ ■ ’ 

(k) any equity or preference shares held by a reside nt'in e con tra lied foreign company as referre d 

to In the.Twentfath Scheduler 


The purpose of this provision Is to have a reporting'requirement of assets held abroad. This reporting 
requirement should Include ell Investments made outside India by allth*- categories of taxpayers. This 
provision may be Inserted in the present Wealth Tax Act also. 1 , 

h 4 ' 
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12.9 Section 115SBD has been amended In the Finance Art, 2011 to r Provlde that dividends received 

by an Indian company from Its foreign subsidiaries will be taxable at adduced rate of 15%. This provision 
may be used for laundering of the black money stashed 'abroad and. may be brought back to India 
through foreign subsidiaries of Indian companies'as dividends after paying tax only at 15%. In addition to 
sarlou&iy Jeopardizing our efforts In combating the menace of black money, this amendment l& being 
seen by many honest'taxpayers as a tdxamnesty scheme bene filing.tax evaders. This amendment may 
Dfl withdrawn, . 

12.10 ' L The report of the Committee on making amendments In Transfer Pricing Law In India may be 

Implemented to cdrb the generation of black, mon&y through transferprlfclng. Legislative amendments 
slmElarto Introduction of a Foreign Account Tax Compliance Act (fATGA) passed In USA recently may be 
* dered. H . L ' 

L General Aritl Avoidance rules f GAAR] ■ , 

12.10.1 The GAAR has been provided fn clause 123 of the Direct Taxes Code Bill, 2010. In view of the 
fact that a large number of transactions are not coming into tax net due to schemes designed specifically 
for the purposes of avoidance of taxes, including In the cross-border transactions, and in view of the 
prescription prescribed by the Hon'ble Supreme Court In the case of Vodafone International Holdings BV 
vs. Union of India (hereinafter referred to as Vodafone case], it is, proposed that the GAAR may be 
provided through the Finance Bill. 2012. F,urther f in the light of the Supreme Court's decision in the 
Vodafone case, It needs to be ensured that the provisions relating to GAAR should be suitably modified 
solbatsomeoftheobsorvatlons made by the Hon’ble Court maynot be Interpreted in such a manner sc 
as to make the GAAR provisions ineffective. It is accordingly proposed that after clause (f) of sub-sectlcn 
(1) of section 123 of the Direct Taxes Code Bill, following clause maybe added as under: 

"(g) looking through the arrangement nr transaction including by disregarding the corporate 
h .structure orby lifting the corporate veil." ' " L 

12.10.2 As per Section 291(9) of the D7C Bill, 2010, the provislons'pUectlori 123, relating to GAAR, 

will be applied, whether or not such previsions are beneficial'to him. In other words, the provisions of 
GAAR will be applicable even If the taxpayer Is a resident of a country with'which India has a DTAA In 
which such provisions ere net there, providing a limited treaty override, Ills proposed that suitable changes 
maybe made jn sections 90 and 90 A so that In the Income-tax Act also,-there vyfll be treaty override on 
applicability of GAAR provisions, 1 

!l. Limitation Of Benefits ‘ ' ,r 

12.10.3 The Supreme Court In Vodafone case has held that the provisions relating to Limitation of 
B enefIts (LO B) are m atte r of p ollcy a n d thu s i n a way o rescrlb ed th a Js gisl ature to Enirodu ce su ch provis Ion s 
fn the tncome-toxAct and/or in the treaties, Adecade ego, the Hon'ble Supreme Court bed held that In 
absence Of 1GB clause tn the DTAA between India and Mauritius, In contrast to the LOB provision In the 
lodo-USAtreaty the treaty benefits cannot be denied. Despite our best efforts, we have not been able to 
introduce LOB provision in the fndo-Maurltlus DTAA as Mauritius doe£ not agree for renegotiation of the 
veaty resulting In substantial loss of revenue to the exchequer. Not only in Mauritian treaty, but in a 
m er of our other DTAAs, there are no provisions for LOB and we have not been able to renegotiate 
ih v- - DTA As due to resists n go from those cou ntrfe s.TheSupreme Court I n Vod afon e ca se has exa mined 
the absence of IOB provision In the India-Msuritius DTAA and held as under 

"We are, therefore, of the view that in the absence of LOB Cause and the presence of Circular 
No 1 789 of 2000 and TRC certificate, on the residence antf beneficiaf imerest/ownersnlp, tax 
department cannot at the lime of sale/d Islnvestment/exit from such FDI f deny benefits to such 
Mauritius companies Of the Treaty by stating that Fpl was only routed through a Mauritius company, 
by a company/prlncipal resident In a third country; or the Mauritius company had received alt Its 
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funds from a foreign principal/company; or the Mauritius subsidiary coratrofled/manag©d by the 
Foreign principal; or the Mauritius comply had no assets or business other than holding the 
Investment/shares in the Indian company: or the Foreign Princlpal/100% shareholder Mauritius 
company had played a dominant rare in deciding the time sn.d price of the dfslnvestmont/saie/ 
transfer; or the sale proceeds received by the Mauritius company had ultimately been paid over 
by It tp the Foreign Principal/ Its 100% shareholder either byway of Special Dividend or by way of 
repayment of loans received; or the real owner/benefioial oymer.of the shares was the foreign 
Principal Company." 

12.10.4 Thus, the Supremo Court has held lhat almost In no case, treaty benefit can be denied to 
Mar Titian companies, tilf the DTAAfa revised or at the [east, a LOB clause Is Introduced. It Is accordingly 
p sed that Circular Wo. 789 of 2000, which has been issued by the .CBOT, shoutd oe withdrawn. 
However, only the withdrawal of circular would have no effect, if the ratio of the above decision is applied. 

In view of the above. It Is proposed that LOB provision may be Introduced In the Income-tax Act with a 
limited treaty override on this issue meaning that even If there are no LDB provisions In a particular treaty, 
the domestic law will taka precedence. Accordingly, the following amendments are proposed byway of a 
proviso below sub-section {2} of section 90 and section 90A: j 

"Provided that the benefit of the Agreement, entered into under sub-section (1), shall not be 
available to a treaty resident, or with 'respect to any transaction undertaken by such treaty 
resident, Ifthemain purpose or one of the main purposesotthe creation or existence of such 
a treaty resident or of the transaction undertaken by'such treaty resident, was to obtain 
benefits under the Agreementthat would not otherwise be available." 

12.10.5 The term "treaty resident" wouid then have to be defined In Exp ! anaticn (below Explanation 2) 
of section 90. 


"explanation 3: For the purposes of this section, the term 'treaty resident, means resident of 
a country outside India, or specified territory outside Ihdla, wltn which an agreement has 
been eintered Into under sub-section (I)." 

12.10.6 Similarly the term "treaty resident" would have to be defined Jn Explanation (below Explanation 
2) of Section 90A 

1 i 

"Explanation 3: for the purposes of this section, the'term 'treaty resident' means resident of 
a specified territory outside India, with which sn agreement has been entered into under 
subsection(1J." " ' . 

1 ' - J 3 ,■ . 

l[| r treasures to prevent Round Tripping r , ■. ■ 

. 1 " 1 

12.10.7 The Hon’ble Supreme Court in the Vodafone case had observed that Instancesere also there 
when individuals form offshore vehicles to engage in risky investments, through the use of derivatives 
Trading, etc. and many such companies do^'of course, Involve In manipulation of the market, money 
laundering and also Indulge in corrupt activities like round tripping, parking black money or offering, 
accepting etc., directly or indirectly bribe or any other undue advantage or ^respect thereof, After discus sing 
In f 1, the tax havens, treaty shopping and sheft companies; It states in para 105 of the decision that 
the .«uts stated above are fobd for thought to the legislature and adequate legislative measures have to 
be taken to plug the loopholes. In the last two years, we had renegotiated a numberof our existing DTAAs 
for bringing them to the International standards on transparency, and exchange of information for tax 
purposes and It Is expected thaMn the coming years, we will be receivfngifnforyinatl0n from a number of 
such jurisdictions. Similar results are expected from the Tax Information.Exchange Agreements (TlEAs) 
we had entered into with some of the well-known tax havens such a$' Cabman Islands and British Virgin 
islands. However, even if we receive the requisite information, the piresenLprevisions In the income-tax 

■ i 

i j p 
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Act may not be sufficient to bring to .tax the income which has been'round-trlpped or the black money 
which has been parked sbro.ed, in view of tho abovo, it Is proposed that If the taxpayer has received 
foreign Investment in the form of capital, or to.ng term loan or debentures, by whatever name known, 
above a prescribed limit, or has received deposits or donation pbove a prescribed amount, It will be 
required to furnish the details of the beneficial owner of the co nee m/entity me king 'the investmant/deposits/ 
donations. Therterm "beneficial Owners npay be'defined In similar w#y as. iised-in the PMLA,'that Is, the 
beneficial ownarshall mean the natural person who ultimately cwnsor controls the person making donation 
or deposit or investment as the base maybe and the person on whqse tjehalf'the transaction is being 
conducted, and Includes a person who exe.rdses ultimate Effective control over a Juridical person. It may 
be notedthatihe fine nefal Action Task Force (FATF) has given 4O + 0_ L recnrhmendstions to prevent money 
Is terlng. These recommendations have been endorsed by ISO'countries and jurisdictions and are 
rt ^nl^ed : as Anti Money La unde ring/Counter Terrorism Financing Standards. The recommendation 
Wo.5 of the FATF recommendations deals with the concept of beneficial ownership. The reporting 
requirement of the beneficial ownership will work as data its nee 1 tor the money laundering and tax evasion 
as the taxpayers will be required to report the beneficial owners of the foreign investments, It Is proposed 
that section &8 may be amended to provide that If a taxpayer receives the above referred to foreign 
Investment'or donation, the burden lies on him to prove the Identity of the beneficial Owner, his genuineness 
and his credit worthiness. The draft amendment Is proposed as under 

"Explanation: For the removal of doubts, it Is hereby clarified that o.nbs Ts on the assesses to 
offer explanation about the nature and source of the sum found credited In the books, where 
the sum credited represent donation or deposits or investment in the feme of capital or loan 

s or debenture, by whatever name known, including explanation with regards to the / 

(I) Id entity,of the beneficial owner of the person making donation'or deposit or. Investment of tho 

case maybe; = ■ _■ ■ 

■ , 

{j|) Creditworthiness of the beneficial owner_of the person making donation or deposit or 
Investment, as the case maybe; and V 

• i , i ■ 

! 11 

(Hi) Conulnenessofthefransaction, . ' ■ 

The term "beneficial owner" shall mean the natural person who ultimately owns or controls 
The person making donation or depositor Investment as Jthe case maybe, and the person on 
whose behalf the transaction is being conducted, and includes' person who exercises ultimate 
effective control over a juridical person,'' '■ 

■ . j 
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Su f [tstl oni for Cutblnj (OrlOrttlOrTof Black P.'ort^'y 

7,i|* ii |r> rojppnv r» goiii *»■ Nar >41/15^011 IT .Inv Ij diicnl .va 1, benci-ilvr, JC.X. 

If.vlHli r lC.CI'» ti/tl* U»wi tor«i rfclrg f nit-n •led ->r blart m.xiryIi i.'dli' , 

’ . 

* : . , 

H.iwtfl «i\ lha 'ring*! i ti’tr.T.tf frgm Dvr t^ni' ■Udrrll'i At y*o“I<? MM tMun-n' pdLMd r *■ 


FKO Vipfot* live sfttrtl of If* flrwnnin •<> W> lh« mCracr r.f hl»<k -mrev Ift 
prttalirr oT UtfavallOfthU. been * «,>«( rdttorortol IS bv dwiycr' ml'd*. SC'CMS 

a i I I 

Td*Ji<srto r<«n»ryli, j Uwrdnf hdiK* ardtifttof tS:f J^u i^Hurtia* liao'-?c;oal , ilshi:>' 
n >tnCy M tie 5U*]K,ri1 lUflgitU Iba? tlm ifcr of *l*u ihJiilw *0nai-.> i Jfjir 
i tSAMUMl'i Jinn 10 jrjf.il Italy. J'I-A III l!i-ml J"d 4* *H nj HJWi^-Fcyt, 

4*v*lnp‘«|,ae«d>orny lit* India. lNolou of t*v4v»i> j*i Posl •) * ro«iHc of'if* shudu-* 
iwpoifiy Ig.gfcpifittpt tfili fliu t 1 * 1 * * mrtorlsr cp fh* tolun d^opirynt 

i DNH»*DO'np , Tfy . ) _ »,'■ 


Vjfffftl thOro jirf nyo’al wnpsurer 1^*1 belOltrh 10 rad.*>, If* Si* 4' !l»lfll)MO 
t«.bl»n:y, 1*1' op* tty lube l»<fm.iKe ol IfeTinolDpv.'^nVoJn* of eH'lN'lMl flC'S: 1 In 
HCH mretfitrg ttoiftlllty of ihi r<t*we ;j fcn up tig (\opu»l |pT«wnftin' SnporU 

1n*d 5y wrponrti.-tfie Vu(»'plliH 0l»lj>ie Hjad*» tJia lovtar Wfr’IlwMIi'f igrbIMr* 
rrd, Otola » Jiiv.flwlt MlriCVlK fha |W a* JlirrJ* *«i llu|(lr« iV-miii of tfradrv 
•aeonofry. 


- • • 

Tlr«P#^Mirt lUw? r 4 

y .««] u n?f atoMo, tji* |gl r.nnuwwM f <NiHr»nya* *_-»♦*« M n) 
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, CurjEnTly, there iPi ^MldSctlDPicn Uie ofduttlblli'iy of c3ih e^pensnsv cash dt^poshs *ed 
jflfliymarHs of drpDrlrj |n r*Jh Thu^ li, nowevurj no rtstrietloh on pifjonal 
Expenditure In mh. Thu Ip flnefciy a[»s wherE eash.li deployed, Payments in cash M 
IWtiHhgM pw r th?iea, ole^ronl^, tit Is nil S r ta s'/nlc.'r Is no? a'LJijciJ nrd is h f^nr-ti 
Tflf the pa'jHcl economy to floiHs^i. TTtc ftutmnmt thbbld comlilE^ provisions tr«t 
flfl payment* ttyond a pirtltulnr I’Kt Should be gn'y thrin^ e h cre|IU canti/Tuink 
Ipitriimentc, Thu could be Irrtrori ike d Tnk ady In t'ltotle* r»nu f?ra?d oyur n fmilod ^1 
time to ether (oc»rl|cn$. 


♦ The jouecn-iBnl S'wu’d sIk> evdIve suitable steeples to nop £*/mrJtinn a-jn 
_ pera^tuitiad of new hlnok money TtOyfch controlllni fresh cash euiendlTuw„ real 
eilete tfiftsecttops, *nd t& brine Inis rnshit'Eam the ptf-st eeeuflvJlitEd teih. 


* Good* and iflrviqt! 1%*. jqiT] whpri finally ihc-ad JceO. would etf ds * del'frcr.t ' 
forlfldhrfduilfi and comjiinlpj toavoid payment n'texisj. ■ s ' 

_ i r 

* finally the jaue/rptfli thbuld consider fitnoim-Srg Q nn t^e.jmnErtj *cbi!3ait, to' 

motbrDte^r&lniuTebddflbacktl'eHihdllyil'.JOrtritW. j 


| 'WfrtNtti the help In itfflihiuhe ^eneretroh At Wfrk rronrr. 


WUlThtitTtflTdl 


VtJur>^|itctreV r 


Jtijl 1 /Kumar 
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Black Money Menace in India 


IH 


I ndl'rlrfy.P Ip fliid itistituticir.s globally are engaged folding t«*ea nnd |encrnnns 

Jiirplunn which do not gel accounted lot l!i ihc furnpl fcnanmy. the* ^nds 
ai« ^crated item activities which m^y bo legal QMllcgsVby nateJfc. Hawever the. 
pieip ficl lliat tn*e« htive mU been p*ld on euch internes, ns p«l the rufe* of the 
jartd, eonveUMuch fluid j to form * part of the pcmUel cooiieuiy or Block Money 
gtiwtfnn. The fund ymentot i« notpt% hdd «oitanqrinles °"dA>r Meets 
ttrtfu gjh investment* 1 n gold,Jsweliirry, preriflus stones art wvd Ml! faOtMCiil b*tD tan 
and othem,Th*If^RtureJjev<^ ttoi aIttmg puJilUl rrM Cf^ted da* 

’ • to tlpUeve] tU corntjufon and weak hold uf regulatory mecbaniim m de*plopbifl 
rcjioiu of-thr world, 

i , i * 

TJie WMwImo Comtulllee staled tb»t 'tb<s term WncV, Mowf m gtreroJ.y u«d to 

Aamta jmuceounicd-mimey OJ oonceafod UWinw andfcf aatedEys * cl1 «■ tAW? . 

Involved Sh tmnitteilpn j wholly x >: partly suppressed'. 

•• fn lndift, K*3doi' r * esfcmetw for black money gamlTptlun In’ 19S3-3-* wwr fhoul 
, I i Hs.^3 ctotcs il.e- g% uiNitiimnUncomeiheuKn of to»c«vMtori.otil*$0mo 

! i'l otter eptlnlltd further pul the bl«kc money generated 1" Indie annually ita Rs 
"{XJ crorc X*. hOLlQ crows {19fxS-6Vjj Rs. crvte* (i-jtlirnto 

by Pfi RsnjprGkar for the Jtnrp* periods w«trc R*. 1,1 W cfore, Ibitfinnlng of 
Rs. W50 erarc (mui») ah<J *x. 2H3J crore by the late IW0». 

' Thr Jndlen IilKtl hi to 0 f f i I w> :eatinJy Indicated ttM tt* growth*** rif black money 
•; In «9t haa been at * rale of ** crOrv. ow vt^r. N 1 . VIlfcL IVwifT Indian 
• Onef h&gllarw* Commissioner iA Ml. v&Mfud that the yearly *"* of 

• Black tnoncy ta n W v> the tan. of 4M0 powf.* of GDI- SN'«h in the fn<Sl«n 
economy on ft year U> year tmns. 
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AticthLT ttiAcrpt that jjJUMnutj' Ln 3 Jeck mnneyii Lhe mgney laundering. 

I 1 h 

ThjF'fEvnJuuncIfrl^pJa refejTpdrufli lnvei'nn’?Lorrtlhai , tnnHrD''orj\imieyflcMvLnp 
! from Mdfrtrefln g, d T Li^j tran mtluijifr ami other wu'ce? (iliegfll ipuflees) In^n 
1 ^(JidnlEtP eh&nmJe in tiuiT H? unwind euurce cannot bti lraced L 'fte 113 d I turn a 11^ 
kovwrt ecdvitlee for Ijiutidf rtil£ of mcmey ;lie via d* Liga f rtckeiearliig, Vldni jiplcuj. 
^itroblinjL. proCwJnjj wocncti md tbiUlteiir inuigsltng {^cohol/ tnbuew, 
n»cd[jdnM)r flrmed rnfifrenv eunnterfd tlnjj rind bupui Jriunkjig. !n*. evaylon tnd 
min pptt'prfadtKri nf public Eund.^ 

Uofhls^ck rukneyfljiLl mpttey la uv dc-mg wil;:n digital flight Cr pliillfrlgbt may 
fcf defined Mtenruhr of cisnsw dMounlimcd In Mialtonfll eurttw>' Into ssj*L* 
denominated in h foreign curraney, ddlift nl hnitie or abnmch Ln VAivithaf ore MU 
partcif nprifliil tfrinsacHoni. One iechfiique IhnL enn be murd'lo more a.pniflotirit 
- flLTWWn ft rf ?flJ?Jholflti I Pf * epu nlty ij the Livor-Involciti^ o£ Import* i rid the under* 
Uvwiritig of sports, , 

+ 

IL may be noLcd fhi*( that ililelt EJttVvS c^fpr £rn|n Eh? trLifl dij: de-fiirlilo". of :n ph.l 
flight whifh ub(r inctudea ‘‘nariner or " , lEjyfi;' r (mtftowa due !o in^Vsl 0 l , -* r porEfal.o 
choiefl- Speelilcrillyi tflldh flow* are oCmpflred of fund* that ;we JllegrIEy «tr.iied, 
Imnafcmed, nr u tUised — if low* were broken Ln the pfIrui, movement or 'Jti(e of thf 
(oe-da Lht'n Hwy Bi?e illldf. T^e tr.-inVeroffhe 1 ^ fumlfl it- not recorded i lW^'Ei me in 
the ipn ntry nf iwlgm for They t> p^n lly v in'ite ihe ne tlnrtkl tnnurial nrid dvil eedrf, 
' tin lawav diatoms rutftflflllons, VAT, aiM^menls, endian^ cuiIIto^ or banking 

ij'.jrGLI^Won^nflhpfCPUnlTy. ' 1 
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A n Ipiportunt study tomdutted by Quta fl H id Rlshl (21B6}crrij?lrlc^|3y.tJ<AinliLri 
lb* Ca3t of cunuptlUJi In UnpeLllng eppitflJ ElJ^'.t. Corntprtnti w*a trand]} 1 
ctfttntfd *v thie nbujenfpdbJlic office for pj-Lv^le giiJn.-TJien lAAiilmplifll fctHeE tliat 

pop? lAr JimtftfUtlams off PJTUpI JtUghh iii rh n* bnl)ft add kk'Wrerhi on government 
CoftlrflCtS, Ersds mhlnvoLcmg. mi trig^nt u sh transfers;, ind smuggling ffrrHnstfiflfeS 
of njvi p lion In the broadest sense. Tdentlfyin g coil iipHon as one rtlmendooof ;kyjr 
^cmirn^tict, [fie eitipiflraL analysis explores dnnet linkages hel^'Witi ouTTupiloh 
and drvprial EH^lii In a latond sample of ooimHies The study Liypo^yLi^ the^. 

DBM fljrmpjlqrv trtjpfll Cfcphol JJlgltl by WlUlIf tilt fJitk of donmhc iiYfaimetit, 
eders pirfliLU? This hypo Ijieiui wi s failed fro a pnoel of countries tfW A seyrfr 
ytat period frfflniPJ3-s<m t In (his regnrd th* study mooned-that, ' 

I 

■ Mltlial InsErtWUfy Hid poor gavfJnO nee COUtdbU Le In I dMUSHt^vlidiilnaril 

thsl detfT+rivestniaat * 0 ^ Jrrduceiqsplrifl/lighh 

1 s i P 

* Conup 1 [nliwnt'l«i*»AregrM 3 LvehiX“tlir;}i(;ntp!iyfidlaflrflport 10 CiS!e)liaredf 

tfillHirttme j-n the fcitmcnsKhw tiigscvre acCra lo pubJejervIcas, 

I 

■ >■ BrJbst flJid official e*:oTltoi ict an tin dstrs w atid tfieicfoji; deler poJteotiiU 
I !■ JirttlgCi «iy.r^rtinvu!itin dcTC-lapl-rtg nt^lcr. CRSTruptl-nd.l-net? "-I <s WJurcc 

! : ,| cyf jnecrUMonomlc yuJuatehlHty And lowsr economic! fitoMh. 

CflVDfflflACt Is vi'-djeM-tocd '13 hsv-s my djmensL-nns' vul^e and *ecau.ntnbEkty. 
puhtica! stability Mid Hie Absence of uuror vloknCi; 1 . gtiveintf.cirt c^ecLl vcriias: 
regulatory cruelty, ruto u\ law r and tl’E Control df corn 1 p non. rho/s.iial ibtji 
' n nilvals or tormpJion n nd oipJtn I £1 ight I ndics ted A r^itlvu a nd signif ifati £ e"ecL of 

J COf^pHfir.Cu'LtilpLlAL/Jiel^-L'iFtt^LLy.ll'.-igg^lsl'TatAiLi.’.LTCRscnrcorJdpLllidby 

one (landsrd ds’.iAtlfMi induces on iocfcew of rnnust 2 yctcrnS in cdolt?!l fliphL 

1 . 

"® Xasoa'MA'fliPori'Wtftifew 
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T fceWbrW Bflfik ULEMiC'ii compr^ tbe myram of r*ttiTflii] flmUipe Jtlir pJmLijr 
Sn esUlTCWl! debt add awL 1cir«1(jp; difrcf itvvwHSmnlJr wlth Ihfi MW* of ftnuticD 
(m/rfnt HCOUiit deficit dnd tlw C^intns^ In official MdfftWH). 'Sou™ cif.Eurtda 
recorded aisw of fundi /efliuct unttf tinted outfit jwh* JourotH o'f fiirjrU 
lhdud# Lr'crtnnb-t m nut Hatred I IncteLnedneHS of tilt: pnbflc nc^tnr .Utd the rtf 
Inflow of fniiigia direct InvGttmLTiL Ut.ni yf f^iids include financingUrc current 
BCflDLim dcllcl L Ji^d a £.d iticln^ to TGiurvu* III Ilus hrtxld ir.SWOecnn nrrnd frtiaw 
iPqtoulflOTVbfmflcovii) euit wtidl th* JOUrc* of foods eaOCifdn ffaUb'snocI nl) Ifw 
USCi of fundi. Thais - 

J i h 1 1 

{3ouift of riindil - (UsC4 flf JFundaJ 

[[licit Outflow* [Alxlernnl t?fkl+ F31 (nstlj - ICurtifU Aeenutn lilaMC f Ifcjcrvca] 

■ - > I 

i h i ( I 

TJw abt^e mod tl ^tiiinitCi (Itg ndjnswrt for trade mhprictn j. whlth has bcpoir for g 
■ 7E ™^i«tt,(Laanw!nr , rii 0 dai!tfrjorDp[tid 3febt tlw «ndcr^lfl& rationale h that 
ratclontt tfld sill* money rtbmitd illicitly by ow'T-lm'uidni; Import and under- 
; irwdein* espurtv. 1/1 nrtcr (U crtptUTf noth illegal wnnwcuaijs, * de;-stoning 
j pjiintr/S irtfWrts to the luurlrf (vrJiied fttr onboard (fjo.t) j'in dollniT^ 

; campwed to wlist tarworld reports' ^hnV'mfc Imported frn:n.ftiAl,t°hntr\v after 
I jid| nstlnp for tk* coat of Jnmiianee imd (refgift. iJtndarly. a cnurttr^'^mporla icon 
\hc world mi (if freight ard fnmrjiwo n re cumj'iifud'tt] what thu^odid Jipdirti 11 
Jn^» vstportMS ta tbm ' 


Htra* Marliy frl JrHfl* ' 


Af&DGHM A»iprtVl»rir»1ICirrJ 
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T i* tYflhlfln le nut t>f fej> rUn|Oi ttnjgna for ttic crcebun ^ an UflCte^n* u 
(COtLlMTi^ The** (itc Tfl t**WcH Jtld nxtny | urlmilcLlpn*- «ut thn 
afc cnUtlrtni gI duvnfoy coiponifclotis llieE iMrid fee n nwntr'i identity. njrciunh ^ 
jpridn^ inlift CrfKi! Cflrpa/atkiftS. lax Wm* inil^paety 

jilriadlsLInns. Western brnlkn n'd bmnJk-v)« L^indfo11 trillion of 111 kit 

«ny ywe Arot* fo tux hcVLW tfc udtimated Dt 1 ll.S rrlllfort find for **7 S 1 
thflpt;firo 5 linlcl«P^C^e Iri foreign Jifo, c*tirOiitL'd$10 flblWiitmad fermi^h 
[lUClLtrAnflfen- T3iere H cupltnl flglil Eraji cU-vtlar’l 1 :n nFLhOntt' 

FS.K/rftafpticoanrrlLa Ln il^ ^xijantot 3 BCdTnl^^^- I.-! D^emb^t GFi 

wodtiQEdftjejitiTtihiHv^ievjui nc.unrspedlfo. ibiil^nve-/cert'fl;^lw^^ 
j^Z Bn 4 SflUfi, thit *tudy r*M«1 *«i EHch finamcW flu** fra* J^lupiaff 
oAinlriHe K ra«itiE B d iffS50 b'lUw mid 6 i.ns ir'IW Tt-lsf 
fllglif Deemed tbomsl' D UH F» :clfl & :uW_ncrclaL (inu^Erts 

(dTv^rttfowilv contraband J^di] and mlkp.TJffd *i«^wnps. 

Ttumto foOECD pud tW \W*‘v:c, sswerri M* liuveivs to** now feet 

polldw TticftflstaSl^^OllJitEittwIiavEmaJl'id tlTiPbrMctnthitlihlE^pvcjlrfftLly 

l 1 hp]sT|tiHte 4 Lti* attndflMa, nr have cciotHUad Lofer Lbc^Vi they t ns 

y^tn^F>i™tt1iem.C)n f rth^j^Jn^^ni^ Swiss brjito iwd t* 
■^md^H^rtkltis'MiwoJW^ ^nibfitly.Wlf.wdldiln^dlxtwE.ri 

! tK ^ynuloii] and *« fratfd, Thi: latter IuhL dl«^ crtflUpm intcr.t nud Bohj. 1 
tiled tb bt pidvjdiid cuily whim th** w K fn* fraud, ?flt 
nheT4 ™»tPK ^Mipn BUI btenua* uf C-2P^cl OECD ffmhuh, ihe & w :*^v K 
cUnUnJwd tfoi. 

ALiC^le^cfntriuiltiSwvtr.nwagrci'd fo S mulhLaleml Cnnvi*TkU-Oli t^WC^ t« 
bfer* flfJeclivelyTlW MuhLMiunl Cumcr’li™ on Mutua\^nl»lstrfll-ve 

to l^i* °ff«Tb n ^ ° r SrlT ^ bc>TiJer tl3! ^ 
OE^u^DJi ■ rr^dlude, ^ tio ^^rhP OF I n ?r,rr, 1^ I1=r.,l 0^ 
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Irt mnirtlnahowaiidlTiLTOilliti^nl ml* tone* hi the ffl'Je=tLfln cf »wduu. V. Lhf 

snwc tlmt;.- tll« -Cptv^c^ Jn-LpLiMM linfngVflKt' to the ccii'fldehlinlltyofthe 
■InfqrtTiBiLrt'' exchnnjdd 

Lldln haw PJ double ft* nvuldartc*I greeLrtHtLt (D-TAAn) md (WOttar 2(1 Mu^.tnc^ 
vjJth ivhlch Lt hi* Umlleh ts* agrtuiflysH- 11111 1’he jjuLiiI iMlnpt EHMs do Mt 
ttEtfldMrldy have c1mp*» ns the e^efnmpe nf i™ httorre■ Han Thewfort, Inciin 
Ste^i to *(£* ti* iniormpilon ei«bin£C Agrpumeut* fllEA^ wpMlAlJy 

tcCAWM the gebn] dM^e Liiii chined tu Tiv^jr of s«fl' l Jprs,111j 

todfe only tuii DnuT&A, riffled rfiih P=rmud a on 7th Mip. Al, ' l ' lhef 

Jlll^^n^t^b^sreneanfi^d ’mertnAicccMlsJ^roiUllsrfftf.^- 

ptanueJ Mm fcharfftne ^F^.m rf bind mesttey (l/Julsilie 
nusBrfe iKMMtMpclctnonwf; [X> Ctentc Ah JipcrOF^ If fSfmwpiK (3) 

impta-tiifettocii ™d (6) [mirths skLli* tu'mwpwto for tfttito*. *««« Thu 
H-T.t.jmr. Vlth 13-» hwl^n o( i* ™«*upH™bU. ljntitl*F*™^ 

Evert wbE*iTlWL^ sdsi«d.ir H lllstly n>bE pfdWEetllFi:, not rrtra^«iv*,.t]wt 
IB, inch > rtriilogv hfludlrtS the F*™h>m «f future fhw< of IWe# cnpl*"' fUgltf, El 
du»rt't rtdrEEE the piobimof Indiiux thAf If DlT P fld>'.lrntl],T)lOW«U 

Valuable ^ ™ be utri « Eut-d lndH* 

snClAllufralllluctutS netfda- . ■ 1 


Slick HBdtj 1 rtvtn* tn fidl* 
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S f tfyeml toufllrles arc rtirlX-ntly operating HJlur.try CottpLIwtW prppfltnmttif. 

Such ndei or prt^rtmmui prCmde in app-SrthLLVrty hj £acl]ltolf eompliariefr Err 
*rHiin!JyachJ™t c/fcehvt mnniner. savjnE costly mid contention audits, ktljjnlton 
md criminal pro«»dlS[iS, VMufl(fcryjcnm?lliitCefrlrifVtlv*i must Walk n FlneilTiE- 
bftwwti prcwjdlnj Hutfldcnt LviCicrtlvot for these eng^d to niincumpUllfltt 
to WJM torwrrtd Alld atf regarding w EnCUVfl&Jn^. feirtl tffndect' oasinm 
ucilimtrnjf ccmjpEHnEe progwnww Offer the nyporEurnty BmB*lmta&the benefits 
otlffptnvcoicnts in afldVwlwiisc nf 1 'nfownUnii tert«i:puTmisHi,ift 

tntrwfc! tfuiTt-tcTm Ei* rcver.yei nrfo UU^rovr: jnEdlvjfl'lsrm la* ctOn?li 3 f,cv. 


Ttic irtcrx^t h the rjk or cfctcction sh«™p> jmjrcved irttMmitorwii tji*'r»- 
cpQMtlon C«upltoE v4!h Ihe HVaUubmty ef voltutfiLy d C?eIdbute jjtL^inrtlrlhrtS 
Lend tn n InTg? r.'.imber of toXpy^s t-oraing ft cwprU nmJ i^nfflchnt (tenant at 
ttn helr.^ colled cd. Pbr Linbrnw. imtrt the.nlVftti bixpaytiTi fork otlyrntB^c ef fl 
jtofcrtt US InlJJftttTd and in Gunrpny mu"c thnfl tfl*ony*r! madt n voluntary 
£,dnhife TEiu.ltr.lt 111 reported jddrl:onn! wenuc tc tlu Cn-mBti R'lvemmiiiU Li) 
th« W nge of 4 billfon Tfo , 


n bird's tya vlev^ Ul Hio reuEVnt I n-Hatl vus LaVn by fliFtETUrtt w^JictrjE^ ■ 


to Improve orFfhuie cdDiol'Bncc nnd ^rir hfsuHh 

I! i 


I Tible 1 

■' Iterant Country IntttifjvcS tfl frrpTDWC Offjbaie CornpUiMe 

MWMSM 



AlgtndUi 

Vo'uhtary DJsrinsuTc 
InNnlive (2fll£) _ 

EUPEli^nLlilSDn odd Hlbno; 
revenat /laid.' . . 

AusttmllA 

1. i 

Offrhore VvJanlnry 
UuidoiViira Initiate 
[aoiMOii) 

EUKirn million ;AUD m 
tnllLicHl) addittoml tT'^hmif 
as*fiBBEd. 1 

More th-ml S LUID 
inviAwd. : 


S link iWaiwy to hfitfH 


*SS5C>Mfe fr*cerHinin0P 
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VWttUDty GniijOaacs 
[mtletv^^OW) 

limited BURSWduIIIiuij 
oiftidonfll rtv^hut yis]J, 1 

Cnfi.fldti 

On-njoLticj’ttfiontflr/ 
PJm:l.ciiiirE3 Program (OilfL 
['em Griding In UXi'MOll} 

BUROOmllilenjCAtJBSO ' 

jfllllinn) Wtal unftpOlftpJ 

Ir.conie dlacicusd. 1 ■ 

■ 

i^tttdEKldSLUHS. 

China 

R^paq^niiis tliu ncttyurSt of 
lost 1 nforrnfttkn? r Jdclisngy 
A|5"pf«npn!sotijll; , ci^«lr.g _ 
numbm of ref|uC?ca. 

B.UU BO siUlon (CNV Wr 
mllflnn) iddlHunnl nrvfirojrf 
yl^ld (In 2II1CJ, opto kid tn ■ 
urow jJitniftcantlv-. 1 ■ 

Denman 

‘'rtli'CCt hnvenV aimed at 
uncovering hidden wadith 
OCl^f.CQtte abroii 

MjAt? chin tUUKJ inHHon , 
jiddl bubal rc^xmie.yield (o'tot 

FrnACe 

1 h 

Offohorf 

nbtfusure (tilth live 

.■ 

EURl.lbilHont'ddidonrtl 
'ravotine yield. 

More than 4^ftt ttvOilyarS 
involved'. ■ 1 . 

fottnutiy 

■ 

Voluntary LHKlnafcrf s 

{MtflflOtl) ‘ ' ■ 

Trnfld ofliURlfl WUiq* 

H | 114 

Between 151X)0 tnd30 KID 
faKpnyera illlMlvcd, 

India 

..[fillip p[ Jitflff inutile l;, 
prEftttrM-qptrflV un-wifh 
G2£ pz rtiiffl, ] n$fea!E lTi 
■KChungsV Inform dun 
i Rpweflifntn ■ 

SfanJ^CHini tacWStlQrvflfl pcwttuio 
t&pLiti?d two yean. 

n ’ r 

> L 

1- 1 
' 

Ire hud 

■>. 

^Jltiti fcwy Pliglrt.iiifEU (jJn.Ce 
MIS) . p 

J ' 

EaR?l)JBtiaoft*{l(ll!tenJl L . 
;eve iKu* yield. Arb&ndl WO 1 
tflxpoyera tnvdd^id. An Efltlic? 
JrJbttii'e yliijdtd'ffvtr^US 3 
Mllnci. ' ' ■ 


I ■ 

' »He* Mon*t wjiwi in Jntf i« ^ 
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Italy 

Offshore ’AHitHth r y 
Disclosure Ini Halve 

potWimiv 

BUR \f, bLU loti addlLmcUil 
i^venue yLcEcL l . , 

Tbleil undlirlu&ed twets: EUR 
tC4^? (jEI’Mi Representing five 
’inrtht n mount Erato thf 
HMMWlInlHftHve, 

Mgr™ r 

EitsibllfluJMm of tht 
OfEsliere CempflfflrlcE 
EflfMcxm&tit Cw]lc 
sni arfihdhi tfl* rvmlon 
c**v» isioavdred thTflU Kh 
tSfiflfldltfl guinea 2P(1PJ 

t'JS jlbmllHnn [KRWfllO 
^ll!^Lty f dd{flLl[if^wweoi,ie _ 
jBFCssed. . r 

, 

' '. -' 

IttJ.elgtl.rfjiailtfaJ AccdtlLlTbi 

■R(pnr^nR'7rd^ T nrr\ (ICTIO) 

Mots (hmjjSlH fa*paytTS 
Involved. 

Mwno 

□f/Hlsnra VblufltPT^ 
DlackiLmt Inlti.UtVL' (ZDi^) 

isoasB(HiUton(Ni>cN war 

million} additional mvtnv* 
yjejd. xbmJ undisclosed assets: 
i;tjR i/^ii-IIljnft (M£N 

J<M5d million)." . _____ 

JJeth*[landj 

, 

«. 

\Munfarj disclosure 
pan'Rjn (ffl of Wiote 
aeetiynls 

EUR 43ft million idfliltiMl 
revenue yield [ 0 Fit. 

Mots dun y OH tmp(.y(js 
Involved .... 

Hckltns tli? dlvarsl&n of 
profits resulting tram the 
transfe: of lotnr.^blesljy 

Ltld 1 ?1 lI lip.Ii ami SMFinu no 
or ruminal In* |u H«d IcLin; 1 S_ 

EUR 20 ifill'lpn Bdfilhoniif 
tSvE'ttlfl yield io famnd 
capMted to ralje EUR 350 
nMUlon overs lOywirperlcd. 

NtTv^ny WjI UUhtTV DludnUifi!* 

EUR JO n'llllan additional 

-evanut “■ 

Prjrtugiftl 

tndcpSlonaL Rebuild cf T&* 
KcguJulJfttlilll OF A-ifieti 
PDO'J) 

P , 

EUR *3 ElpllLcm odnltlotwil 
re«ev. L iE cnlSecitd. ; 

ground 1 oco rtsipayvn 

Involved . .. 
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| nphife ntt ho afMa! asElwatea of block mu;Lcy Ip India, AH ?])£ wtlrUWes mode 

j X by tbf * LW-tftivifrniLi tfrj Hmuvei thflujih indicate pertETnttign b( lil^f mscm nlU 

" rtf block money In India, there Exfok e vaTJartun nbyuL Jtbe npiwmt cif black 

monitor Jrififasee, fhp DurtAii of Ig Ifnnhcnal NabCUtiCl fitd Lcmv En forceciWCLt 
Affnira n^Unlleci &ta tfj Dc^rtHf ufi I (if Seal* til Lt$ flcpcid Oti 'Money Laundering 
; " P-iFjfXhlunJll CtuaiKa 1 Vt'l^ ^utf|JHtmsd lri J Mj.n;1 , i 20bfl r ubsecwBJ that pclvflbe utiAJyihi 

| saHmiteTnelti'j block market to range from 33 1 - S3 5 tjlltioi',. 

i , frof. R.Yhidynrmrtnui r ftu'eMcx of FJ uan«, lodiim Itiatlnm: uf Knnugrnentr who 

wurhed on the subject nf "'lim huyern .mi llle^i] Fund a of India', quoted thflc (tic 
flmdunf nf Hit tncH nn r.irtin *y a^ahed abroad nifly b u nf the uidtj gf J IT i tylMqn. 

j Agurwnl and observed tlmt during Up pennd HWfUllufl, l|J|fh fjn.mcml 

i fluwi frnni flit Indian non-twuk private antra: into dEvclnpcd po'injry bnmw and 

J " btfshore financial con lari (OFC*). Indian jjrlvitte wct^jr 1 ahiftrd fiMny fruin batik 

1 depoalU to dcpnrks in OFCs. As Ihp shim uf QFC deposit? incn^HCd (ram 

'percent oF lolal dcpnalls In 1|NH to percent in 2tK^ r dppuin t*'in, bn nka fpil 
^ toirticrtauTitEjy "u4&JI percent! n Ilie'In.^L yeer. A* OhCtare aubiccl to evp,". les? 

j pvenlflht then banka and typically liukfn IrirgrnMPTrbflltlctt fundi, Llje J nc-jftn^hajj 
^ I ^fCcpuriflu to 01*C depoatta ceTatW m banks cnuJd be sytiijTtorc.a tie nf the hu rgfl&rJnjj 

undcrgnfsund ecojiflmyJn Itdir from which "ueb fund? Lminniite 

1 i 

A jnon; recent t+ndy, Kflf,. Dev and CHiTtwritfhr-FmLUn (320b;, India Inst behvec." 
USS117-537^bltliun annually In illicit ElnuidnI flmMSj (ir^a) du ring iOLft-SlKto! 

SbnnSnrAcharyg end hln sjltenfiuc? al 'be Nfldynel Jps unite oE [*ubUcRmnnceand 
Pulley (NlFPF) Lunderteoli whuL Ip itlil Ibe po^t eompiMbomlvi: iHi^ir ?n tbe aute 
cf the black ccgriDmy m india.. SMtdd 4mply, llils study fnund th^t t^c sire nf 
, tbc b-'ack economy m lndin wni Lnax tbflf ^t 1 ^ pf <3DP nod wfla n L grE L'kt: 21 A 
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xubMquttitSLudybyAfU**&™t j>J«cd A Dt 15% <* 

3^)6 thnt also AlibI aftltod, r , ,-■ , - 

tlu^ ejtlmitef ire ,l:B»*d (to vnilo\m '^avcriflflblfl ■■niftLlPpUtm* *n<f 

jjipratlnwtloiM. GW .Ttimarrt ^buto eeJr.cd otlkft mal:B , rMii.hft^Dilll!lhM«l 
i mtiJddtbctpImBfy tfiromlttct to EeLsludlS^nducrtd to esllriwh (Im qii mto* ] 
of Ulicif [und RCiWPSl^ by Indian rftlzdU" Tnls Is* sLn^rr MT frtm> t>.ft.^l-nnni;^ _ 
Minuted Pr*yi Cortftfjffflco nn 15 Ul J^uniy^Ctlt. 
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-p vtotovtlte the*#*!. ASSOCHAMo^kI* *rW 

ltnwcaL mrt^s?. The these aiwtJnpjw « Er-Un™ 

A, ASSOCHAM it jjf .(he v1g*v the! the jentrefion *f fhe blr ek mmtey V} 
CCiUllHy iiijnpInLy dMW the (ctlewLng 

■ J. BeolErtflie TionmCtlons 

it i» a gommoft knowleds® th;l1 mn « ot ^ * ial flStat? *\ e 

• n™.«.-* 1*1 »««» ilw s " B,< ,tt '™ v ' s l !" t*?, 

msm <a mirih* ml »«"« '"“"“"T™ l! lU N" “ 

. , « mp duly tv-l«t do RE I **»» of «“ *<*"*■ 

Hun Is m systtm °l .Vlnsvltss »«lll of n* «™P *“? T J! ' 1 " “ 
u( nuTCfcfise 

4 ■ 

Suggestions 

(a Ttatfat, U-™ is 0 »«>! l"'s"t^"« * “S'ff™ “« »PP- l ™ bl * 

i | Wr - ai . id i,ite ivLth Lhe bcnif.! of a'Ic^Ui* c - d " Ll! - 

V- puM Jit tilt time oF tin p«rcha«. - - 

(b) In* rectunmeniw! thaUlieiiiccl’.nnlinud detomiiiaflos at EiTfl^ ["n*^ 

... 

lobe "oLLOpS cvetv y^riron theM the CM laptK tar the ^ 

' Btl « b fiiflkciwe that the drelp l«ta ere ns B&' ld » the prevent miirbel 

thIcl 

(t) ASS C<:H f .MI»oflh e o lw0 s=.ro l 1,soSom,tl-...oos 1 -™ly W «™-^l t of 

‘ ., m ,p r >!dpl. lilt lilt.! u[ Ita ymciinpt will ml Is"™ my .f4f«n» 


lire* frlftnflH Min*c» Jn Jrrf> 


AJSiXWMM ft*cimiKEn*|rtrt 


1 I 


Page 4ft of 66 


h ' , h 


I' 


I 


4 I 


"\tS& 


} 








► 


4 

.'ios^ 

fctorwy Comw'fla* PtpQrt, 2012 


_ 


■ t i ‘ «*»' 


Q 

ASSOCHAM 


iwoi/i 


d 


jfvertinr eoUctHcntif the Slate Governmcuta a nd will ^o i kmg way In enrhljig 

tHejnimoceoi black Jttjroi?v • \ •• , 1 

J • * 
i- . • • • 

• if. Expenditure cm Elections; / 

On<i oi ih* mafu factors enntrjbutl?i|' to ibc parallel economy In the form of 
black motley Is the huge D*pendtture required lo lie tiKvrrf d bn eleclinni. 
[n the ccunlfy we have election*. not only for the fttiismehl' bid "Iso for 
ihe Stpfc Aweinblli's, Wuniclpgl Cocpomttom, J’anchapls 'as well,, rt w a 
c^MttOion Jusovr/edflir that candidates spend bugs! rcUCmnt «/ money In the 
. elejtlctm aiid tno»i of such money Is unaccounted money. The icesum fortols 
Uimceoimlctl expwdlhing arc two fold - l> the rvsh'iftuin ud'the tuifll amount 
nf the expenditure i candidate* Is lej^llv allowfed to spend, and cl) abiwiw 
oM«s5Hnw<e soil ret «t Income Jn the hands of the candidates ermteffibg 
elections. ' ' ‘ 

i * 

• i ! 

Addressing these bsuw and ipsimng tranfp.ucut way i»J hn^nciivg the 
UcniocbKy list tongfcetnp.ut of tbepublk debate. Country boa rorAnitiad. a 
d{xthnt OICooVjcy dchatVng thc/1*tfe, A vpgoe >dw. of ho** big tbla problem Is*’ 
• can be had from the fact fhnt on 2)11 aveeaga al;Ovit t<slu Chare per 1’arJlaaieot 
seat la the exf>e?dJ<urc mc^rnfU by IhcCindfdetas rjn« 1 Uu a tllg tt\e Hcelluntaud 
, about fcg.S Crc-tf U the e*pcftdi hu ? bwu nod by card Ida t*N f onf eflin g the 

,: $ J 4te Assembly jef«l|ouH Ajj cml ng that elections a re bd ng held one* to five 
1' year*, the total expcstdituj'c be lot Incurntd t>v Hu? cahdJdnfVa tax Parliament 

| • m * | 

and Assembly E'ectk'flS Itself will be‘more than Ra.23.0IW C?ote. Flisldw tins 

r • 

» huge amount Of esntndmnf is being induced ur. ck-chnria to Hip .Vumcipal 
CoipomdoQiaandr».nchflyas5al.'c • 

♦ 

The aiidtlci n Comitii*i!on b as fl *ed tin rvolHlcCu p o fR±. SO lakhs p*rpar Itaaien k 
seal and Ha 16 lakhs per Aascmbly seat. • •’ 

* % 

The world's leading dtimt'CraSlw such ns U5. L’K and Germany hzvp enacted 
laws renting to public JiruLnij uflhi? elections. t • 1 


jf r«e" "rgfiiy M«nira fn finti* 
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i; v. 

i 

s ■■■ 


Chamber (suf th* view ttmt|tIs high time Lh? t tbs <£iun Liy *nafj lw i mating 

h>pu>lLcfu'tid1nR. RirthrJ tliitp Silt Il«dlucaf*id« the grautul rtfJUlea 

flulnj ih* hchILtij oE jhjkc dityri a w ndld ate can i^nd In thu elf tttahi 

Mlsu» flf dlaereli oft by the publfc authqritiesL 

h l 

7W(L i hat CUE line and cry fc thj ™tiy pn RcWtfflt d MFrujta wfcw 
L, fat to the of disei'BliosL by the puttie JiuthratBo*. Thm n\nw ^ 
Oration by public authorities M led hi Uwg*uriifinr.df i1n‘ ^ 

mfiricyjfi ih* jysittinr which om<wt be mounted fatty th* pu’blls ftu thoHsltf 
and which either gcV flashed fllw^nd Or Jlnd* It way* In the u^tiTH.ucd 
properties and getrn and jewellery. 

' ftt ChnmbtT l»of the Tfli-w Hwt Ihc dlwietiftn of the fJbl’L autSnrJdttl an be 
caetrollcdbylnluiinsiHtnnw DKtm^llity In the system -lw™ thtp'iRe 
p'mhMiiy would ha flatten) pay pe miny/fjr.c £d,- mivn^^ «*f dimi™ 

Import of gold and consumption in the country' thereoft 

w »*«« °> ^ ™ li ^ T 7 ‘ “Tl 55 

sn Liijmsni of mid wnttd fwip netaim lht " fc cl * oW " '’ lt 
.nunwll M i> Bnlnv in Mill. S««dln B » P*«W <* hostbtatfi "»»'■( 
Therefore, there Is tnut^nl used tar ,1 un-iihamum Inrt)rh 'f. 

4 

Tin Hmn Countries: 

. Om U tm ««™ d (w-indsli^ *«; 

M, in tu is.™ wimIm. tWHI»!.p*nltow* J" JI » »"■ P!™?* ' l ' , ”" S '’ 
W l^wid^n ™br nss -H<«“ "U" ^ ^ 

duly, w*w» iMndnndflwtaM m™ 

££,f-V * «»Y-«b"X—"—** 

in thn «i pnnt. »««^ 

#« pnnnd h» b» prrb«l nM-ii, inibr l.. 1B"« ™"““ » r 

..bmlUnetwyln*’™"™ IhnUnof.tjno^iW'.i.olbodolKBd.. 


B\izy H».n*T ^ ^ dr * 


OCHA^f n«onwif ipmron* 
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I MO l * 




,vl ToreljnEwhiingellcitilctJcins 

j. • *' * * ‘ < • 

’ Tfcn strict restriction on Allowing fotcljn currency In rose p( need dad,dsn 
■eULOUttgod p<upl« to p^rk lords Outside tin: country In foreign, curcigcy so 
vis lo meet the mjulrtnKnt* of the obligations niiiy 11 fup.lniahlOi*, CdllC^tlCH, 

. Jjaslth. Kud. othdi personal porpodc^., * . 

l 

- 

B. Piibt-libcr^li20 Hu:.', however, ? 1 > ere have hneO sobrhinHal reforms in the 
trfy.lhfifl Isiwy ind the >sx rates have bet* inn'deroicd too reosanablsf leC«l. The 
foreign exchange laws Virtue nljo been liberalilted *o that ore dec*ooLKhvu 
much dtffJeoliy lo obtain I j-g foreign currency }n ru* n? need or.tony it to- 
bushes*. education, hcolth or tor *ny other jfcjipovs. That, esnrrdato tilers: 

t« not much inemctve to park'fund* ooUvfr the CO itntry. _ ' '► •' , 

, • s ' ' 

G flfiwtn Bring Back lb e Money Forked Outside . , 

The tttfd* IhvHj how to biing b?'ck the fond* FreuhstpnHrt! parLct which pot 
parktK* oulvrSde In dir. littnAR the pe^-AeraButhm ev^lmci- The persons who 
h^ve parked fund* outside India w,|) not br.ng i^back beC*(i*e of thii 
pnhOi hcklnnH wtrcli Uivyuiay-avtto fecc. At thermo line the C< l Vfcf?iy>i'«t 
st nnot deled s\n,h fun da l:i tb e Abseilf* of 2 n> 1 nfcj fad oO th<! u$ h aiscusstonr 
heve been polnjl on with the ratSilus coacitriw and agreeiiiws We been 

entered Inlo to exchange Information under (hr [lilublr Taxation Avoldnncc 
Agreement* Fu rtht-r the fact fcitialh* that stldi Vxehs njge ufiitfanflulion wilt 
be perspective at d practically AS tvell ss lepiily It will not lx posable fo get 
Information about the ?u*l acln-tlrs .iniS the funds ifpshecr sway shroid in 
the pen ’ • ’ 


• J 


1 , 
(I) 


Ir. View of there grxrnrd reo.l’t1ov it will he prudent thtt Covernmant of ted'a 
epons n window no that this Ibontry on n b< ntdughl bick to India. m this 

cunitxvfulluwlr.nneRsurBSareS'JgpMted 

^JSOCEiAM Is df the view Hurt while opemnp this window ■! wJjl.bc 
ichporlttht to pnA’liJe Srnmuf.ity to tl\e petifon declaring ytfch asnils s''hlch 
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Cflti be in tntfdrtn of hank depuaLt r 1n.vtitmeiitntfhftri!sddt!t«nttirfa, muJtii.it 
Jurdj, property ?hJ, 


I' 


. | ilU The LmmUnl [y need* to be pfavMed under direct Ts* ipd Ihd'recl Its 
Lflivi, Cort’paniri Art, Foreign l&cbnnuf MiiiUscmcnt Art IJKtudtn# Mon ay 
Leu reeling Ad-etc 

(Lft^ Aa regard? The Tr-Jf To be paldo/i tudi dircloeirrT of money, Hid CH iljiibcr i‘ vf 
the view fhntu flat fBtf o£ 40 % be levied on Hlfl present vi\1ift oi such monty 
orthceiMt. 

(Sv) Hit eulglf date (ot vdIujiISOu be flut'd Bey bb 3 I.SJJdl ot H 2Q12. rnrElgn 
ctinttinr ahd depfthlF 30 ht vflhjt'd by applying t'w nolIJ'Ed Enrhiin^t! wten t 
ort tfoi variation dete. 

■ i 

{v) FlU+V; V} ft nf Ihe amount bv Miked B be invented In [uforuLruLtiiH! Furtfls of 

7 yep™ teUitr*. \ 

¥ 

[v|] The Jtendn tin collected B if earmarked mid med by the Gfm:ftimitlT CJnLy for 
llitt development of die JitfrtFl tutturf. 

(vhj This high rate n: Urn (a I tile- :n La u: 40ft) wi Ih faNhei’ in vpptmen L n( 3i) per cent 
Sn [nfrfJdttiCSiLrf bnKdJJiH compared BprCncIi: iraulmum tm rate of 30ft will 
., helpenjuritvctlhat tli-rf 1y nomi^iseof theschfaiaby Llhlntended penary 

! ■ 1 , , 

I fbljr) Further elmitfns ta* cm tlic phiMflt Vfi3ur of rhe Enrergn nseCth by applying 

Elie cuMnlr ehctmngr rata ivIiUIfo ojtfure'Unt thi* annuity rthirmf Hml 
1 erptojtyd by wtucHJpuluui people by cn-ivor^ngfcku’kmoney hr to wdlJle by 
peyjng-noiti Ina! 

1 i 

The« two mens'jrcSr the Chamber is d LPe v>w r w|3l a Adrenal] tlinae tea'ca 
winch hive fttinen in the emller voluntary diwlnsiira! aeb.en? , 

A'SSdCHAM while maldjig thi* pKipwaloE amlieety Is conseb.vuj oE the fart 

diet biiifVJwlDTEilioLitdhntKeLRn.iwpyflflcUieitb own ally Jeirl.ecu^ However;,- 


tbs),- MuftitMtittCI In Miti't 
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. Pi the i hit. it time Ihe ground realities Cdnnot be l^rO^rd The fctl TtmflStia That 
non dale IL ai^ynot he possible bo hLiM of b h.ns^ pmni t w ho hjvc stabbied , 

mority ibriKid ihpH<whv Hie ichemr Ja an Lnv.thtion to fliw? pEnplirtn come 
foTwaidarntj^yUnL’i , . v 

i 1 p _ s 

■ J r ucther this "Cherne iti^l not be applicable In 'respect of tfyoae pernor Hitte 
themithTitiHf&Juve derated 0 nftcto nim-.iiy j'n.d proceedings hrtve been 
initiated before the dntf when J'.idnelwmc kinjtlflrd. ■ L 1 i \ 

♦ , Th’nt Hit objective ci this'll mneAly k til ;:et- buck thf' money lilmhrd ' 

a^fijEd but oorh'dcit'.g the he: thd( thani jury he frermc:u ^ct'flh and Inter 
linked rrajia&OtiiJlUjird It may not he possible^ LsuIdL-r tine hUd?^c^'iia Mdi 
jlTspEtJ ■jo-toreigS bank account: or The f onel a^cts, tbs HlCrW be wade open 

Ict tnutiey beln£ k-pL ubrCOd Ai wd I ?h m tndiii. ■ 

E Further there may be ir^toe cm where: mine y r^ihtedabroHa hPsbeCilidtllr.ed 

■ and LlOt available fur rrpf tltnhun As inch there alvrukl be Ltt insl^Tinee m 

Aiicb rtUcHo bring money ba;t. ■ 1 

* ’EM* Hndfiwmaybvkt?l opened fora wllllm urn period of si* months 

P " 

A350CHAM ho/ Ihe 'dew that Lookhis L” I>e cuivumous nml the dstnilp which 
]- ll4 Ln the Ini (rw yw- and the effort* bfih'fi put U by the QivormneM to 
collect jCiforoLaTlon a'tXnJt I he tureen OswM help the public Lliere Hli bi * hi'^e 
nublber of people who will like L■h com* forwiud voluntarily nnd.fO nuUw aurh 
, dJiiCtOlurei and l?rbl |5 bnek the money in ike country. ' .r . ^ 

The Chamber k alio uf the view that i: the fltote sclieihcja Implemented in tffhL 
^irneit tine, A avbatrflilial part n'f t|i*J fund s pinked Ab*nad Tor which the eaker.oLc 
rating from few nundretl billion dollflC* to f«iv.thniUJapd bllllor, doling may geT 
ruvend to the Scheme which will help the country not only TvfieHra llevtuus 
dsflclnbut ttai hv!p In iMtHnj UieHnlnr.ee ul Pnv-iTi ent (SOP) 

’ T 

ASJOfCHA-^i on it» pnTt-SMitttJ that It will put f-U Ha sHom to Ujc jehenm 
sJOe^ttfiit. 1 - r 


#JacJt Haflty Atf Dte* Ai Mdr* 





page 45 of 6fi 


\ - 






BtoeA Money Comffittiz* Rsport, 2012 


1 


106V.J 

ANN EX-A3 ■ 

’ , ; 

Gi st of Feedback on Black Money from Public - ' 

1 a) Maks stringent laws, 

0 ) There should be community policing, 

i ■ 

2 Those, who are having accounts abroad must be given life Imprisonment without mercy & 

delay. 1 ; ■' 

i 

3 CCTV cameras 24 hours for all government officials - poiice/lawyers/judges/fioctorS/sales 

tax offli^rs/MLAs/GMs/P Mole, ’ j 

r , , i 

4 Minimize paper currency and increase electronic money (cards), i 

5 Strict laws and its strict implementation without distinction 1 between prominent personalities/ 
politicians and ordinary people. 

6 a) Strict law. 

b) To co n ve rt a It b la Ck mono y a s n ation ai p rop fe rty. 
o) Penalty-special tax. 

7 a) Postal transactions using e-c red its/on I Inc transactions, 
b) Stop currency notes of Rs.500/* & Rs.tooo/-: > , , 

6 .Scrutinise the admission fees of private schools In Surat. ■" 

9 a) Rpduce stamp duty capital gains tax, ■ 

b) i rJrako bonds always available for tax free investment at lucrative terms. 

IQ Politicians are corrupt., 

11 a) Encourage online payments, ; ■ - ' . ^ 

b) Integrate all land/property re gist rati on s/property lax payments/!.!. Department records/ 
Danks to assist digging out date and analysis to-Ssqartatn avoidance of tax. ; 

, r 1 

12 Bringdown corruption. 

13 a) Declare black moneyas national property. * l ■ h 

b) Detect and stop transfer of black money abroad. 

p ■ 1 ■■ 1 ( 

c) Will require to unearth black money as it mostly belongs to politicians, bureaucrats and 

businessmen, ! 

' i L - ■ ' 

14 a) Declare black money as national money, - j ' ■ 

lb) Guilty to be sent lb fail for life time. ■ 

15 Confiscate black money obtained through bribery snp! corruption. I 

i 

16 implement strict rules.and laws, ■’ ' i 

i i h i 

17 a) Declare bfauk money as India’s property' 
b) Punish the guilty, 

" _ r 
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1 fc t 1 

13 Penalise the guilty. r ' L ■ 1 

19 a) Attach properties procured.from illegal money In India, ' ■' ■ 

b) Declare them as assets of Tie country. ' ■. . 

. ■ p h . i ' . 

20 Politicians should declare their assets before electipns.ds they are ones who have most 

black money, " ’ ' ' ■ 

L ' J 

21 a) Form a special team to unearth black money, " , 

i 

b) , Encourage Informers with. 10% * 15% of total black money, ! 

c) 1 Severe punishment to the guilty, . r L 1 

d) Give a period to declare blacKmoney with no penalties on 50:5C basis, 

■ ' ' 1 ■ 

e) Educate the children tn schools about such subjects. ’ i ■ 

22 Income Tak system has failed, . 1,1 

23 a] Jse CCTV In offices/authorise sting operations, i ■ ' 
b) Punishment to the guilty. 

, 1 i- 

24 Brought back black money to be used In reducing our foreign debt, loans etc. And extra If 

^ any, to'be utilised for I 

’ 1 . " ’ 'I 

a) Investment in education. ■■ i 

b) Investment in medical cere tor the poor. . j , 

c) Reduce oil prices, 

25 To end fcorruption throw all Congressmen in jail and confiscate their properly. 

■ j J 1 ' ' , ' " i 

2E a), Hines end penalties to be most stringent. ■ ! 

b) An opportunity may be given to defaulters to bring back black money on 50:50 basis 
(government to collect 50% of the total black money and no penalty,'punishment fpr a 
certain period. j 

27 Treat offenders as crimlnals/terrorists. ' . , ' ■ ■ 

28 Black money should be brought back at ell cost, 

' i , i * 

29 a) Black money to be traced and brought Immediately 
b) Punishment to the guilty, 

30 a] Get back all black money. J L , ■ 

■. 

b) Improve our economy, 

f 

31 a) Declare black money as national property, 

b) Harsh punishment to the guilty, 

c) All assets purchased by black money be declared as national property, 

32 firing back black money without any penalty and then implement hareh laws to fight corruption, 

33 Expose names of people who nave black money. ; 

j 

- ' < ; 

L ■ 
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34 Enact effective laws against black money and corruption,, 

35 Provide an opportunity one time free of penal action to brihg back black money. ; 

36 a) Create'a special department to trace black money. 

( ' s 

b) Grant 1 % of black money as bongs to this department {to prevent It from being bribed). 

i V • i 

c) Strlngent penaltav;s to defaulters, 

d) Mandatory jail term of one year. * ! 

!! , . ■ 

37 If government acts and brings back black money in short period It will sent a strong message 

to the people. ( i 

36 a) Strong'p^ a I action against defaulters - passport Impounded, properties attached, 

b) All to be treated equally under the same applicable law/ 1 j 

39 a) Create awa re ness of negative effects of b I apk money to public. ' • 

* 

b) Give en opportunity to declare their black money. 

40 a) Laws to handle corruption. 

b) Govt, servants to be dismissed, 

.• 1 i 

c) Create a national security number. 

i ' • 

41 a) Blackmon ey in fore ign banks to b e d a da re d as natio na I prope rty. 

b) ' Pass a bill to bring back black money,' - • i 

■ I 

42 Imprisonment for ten years to defaulters, J 

43 a) \i kn Indian has ah account In foreign bank and the balance is high - IT Deparlmeht to be 

Informed. ' = 

, _ I 

b) Strict laws and proceedings to be quick. * •' 

. ♦ ’ , 

C) Politicians tf defaulter - prevent from contesting elections - 

d) Employees - private and government - to be suspended. 

* i ’ I 

44 a) Simplify procedures and all dealings. • 

b) Lower Income Tax rates. • *. 

45 To cut short long drawn battle to bring back black money:;' * 

* m * • PL 1 • 

a) Tax exemption schemes for money brought back, 

b) Some changes in FEMA act and rules. | 

46 a) Declare black money as national property. | 

b) imprisonment for defaulters.. • < ‘ ‘ ' 

47 a) People dealing with’black money Issue to be honest, they should not cover bp their 

black money, 

' 4 

b) Update the peoplq of the developments. 

48 Reduce stamp duty on house/fiat registration, ^ 

• ’ n ' • 

. ^ ^1 
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49 0 ) People should disease black money. ' ' 

b) Black mo/iey should be taxed .h'eavlly. < 

1 • . 1 • ' ; 

50 Transactions relating to sale/purchase O' real estate’s should be monitored more closely and 

publication of guidance value/cc’s't relating lo'real estate's on a weekly basis to a certain 
registration charges like in USA. ' * ‘ ’ . 1 

51 a) Declare black money as national asset arid confiscate it immediately. 

• ► • 1 
b) Offenders to be brought to book. - 'V . _ • 

• f. •• • ; ■ ! 

52 a) ! A Stringent law and Jail term for 10-20 years If commuting such crime, - 

- t * 1 m % * 

b) Separate speedy courts for such cases;' • \ - 

t . ' b ! 

53 Stringent actio nag a in st defaulters. . • 

! » , » 

54 e) Declare black money a£ national asset through ordinance/law. 


b) Constitute an Independent monitoring agency to monitor and clean up the corrupt law 
enforcing agencies. • r . 

t , 

4 0 ) Punishment for offenders to act ee deterrent.' ‘ 1 

d) La w e nf 0 rci n g ag encis & to be te c h 9 awy a n'd tra ri spa ren cy r equ I re d. . • 

55 a) Include PM under LOkpal bill. 

b) Del ling/limit of wealth of politicians and all those, related to them. 

c) Linriit the years to 10 years a person can be PM/CM.- • • 

56 'a). 8l!S|Ck money to be declare i national as set," ■ 

b) sj r 25 year's rigorous JaiS without parole, * - ’ . , : 

(j\ Xfi amounts to be recovered, . 

. *■ •' 

* d) La’.v makers all tainted frying to save themselves,. 

57 The Government should act without tear of people Involved ^nd make public their oajnes, 

58 9 ) Jo have an into national law which would require permission of the country s government 

for deposit in foreign banks. • 

b) To spend the retrieved bleck money on Infrastructure. 

59 First assets Of all polrtidens ahd govemmentaeWantMo declare if they and their teM as 

have Swiss accounts. • : 

b) Black money to be deposited with Finance Ministry as 100% tax. . 

0 Minimum 10 years imprisonment. * ; 

60 Remove corruption black money will disappear. - * ’ 

61 0 ) Increase the work force of IT Department and conduct more raids. 


b) Strict punishment. 

62 Remedy.is Lokpal bill. . v - | 

63 £) Bring back black money and use it for welfare of public, 
b) Strict action against defaulters/life imprisonment. ' • 

i 

1 

1 


* 
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64 a) Bring back black money and put It to right use. j 

i 

b) Act swlftljr. | 

d) Stringent punishment for defaulters. ,J . ' | 

65 a) A [aw to punish who takas brloe'and not giver, ' 

b) recover expenses related to recovery from defaulters. , 

0) Opportunity to defaulter to convert black money to white money. ! 

:i - ' J 1 

66 RetHeWd black money to be used to benefit farmers. i 

1 1 i 

6? Remove Re 1 ,500/-& Rs.lOQOA notes. j 

> I 

68 a) Annual foreign currency accounts to be filed directly with.Finance Ministry. j ■ 

b) Indian currency to be made'fu ILy convertible.' I 

’ i 

c) A list of black money earners should be released periodically with action taken reports. 

i 

69 a) Threaten defaulters to sue them. [ 

■ b) Create an economic wing in the RAW and have an Officer attached at each embassy to 
tra ck mo ney 1 n fI ows a nd ou blows. 

H " 1 . j 

70 Defaulters^ bs declared antl-natlonsf and puhtEcly hang them to death. 

71 a) Reduce tax rates and tax spending instead of Income. ! 

b) President of India - powers to be given to lead the mission of bringing black rHoney 

back. i 

■ 1 ■ . ■ ! 

c} Implement voluntary disclosure schemes* * ; 

! m! . i 

d> Edu ca te th e yo u ng o n es o n the evils of corrupt ion. F I 

' | h ' 

72 a) All transactions above Rs.56.00C/- through bank only. . 

b) De-notlfy the Rs.SOQ/- &■ Rs.1 ODD/- currency notes. _ _ ■ 

* n '■ 1 , 

c) Otve discounts on online and bank transactions Initially;fbr encouragement. 

* i ' ' i > . ■ 1 
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* * i i ' , 

- ► - 

TABLE-C1 . ' 

i ‘ - ' 

I « 

t j 

f Rank of.aakct countrlut In „ 

. Corruption Perception Index, 2011. .• | 


Rank 

• Country 

r 

■ Score 

•64 

South Africa 

4.1 

i 

73 

Brazil 

. ' • '3.8 

75 

China 

- t '• 3,6 

95 

Indfe 

* 3,1 ' ‘ 

• 143 

-.—..i 

Russia | ^.4 • 


• j 


Source: Transparency fntgmatfonsHw'MivJranspsrency.oro) 





I 




i 

. I 

I 

. j 

Rage 51 of 66 ; i 

• i 

I 

• i 
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T ■ 

1 1 

w ' 

1 

□1 
. 0 
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0* . 

e 

£ 

a 

£ 

1} 

1 

T3 

2 
h 

it 

u 

ra 

« 

0 

r J 

01 

s 

£ 

£ 

c 

Ui 

>, 

¥ 

a> 

% 

£ 

cn 

1" 

£ 

8 

£ 

India 



KBI 

93 

97 

40 

45 

147 

109 

-, 

182 

129 

Brail 

120 



51 

114 

98 

Bi 

Hm 



136 

China 

91 

151 

179 

1 

115 

40 

67 

97 

122 

00 

16 

75 

South 

Africa 

35 

44 

■ 

124 

75 

1 

10 

1 

■ 

144 

91 

77 

RyfcsEan 

Federation 

123 

m 

■ 



sa 

ill 

■ 

160 

■' 

13 

60 

Indonesia 



71 

161 

99 

120' 

45 

SB 

3$, 



U.SAl 

■a 

13 

17 

17 

16 

m 

5 

72 

20 

7 

15 

U.K. 

7 

IS 

22 

60 

65 

' 1 

10 

y , - 

13. 

21 

8 

Singapore 

1 

A 

- f 

3 

5 

14' 

'3 

2 

. f 

4 

■1 

12 

2 


Source: h1ip;SAfWV, tioTigbuzIn ess, of sinkings jvVortf Salty 
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TABLE-C3 


) . 


• ' i *' 

Growth Jn Currency and the Cast) Economy 



u 


I 


•w 

o 

ex. ' 


I 


Source Annual Report of R&l - ZOlQ'11 
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TABL£*C4 

* .. i 

i i 

, § i 

\ Bank notes In Circulation J • 

1 i 

i • 


Denomination Volume . . -VaWe 

J! . (Million pieces) (f crpre) 

End - March End * March 



200.9 

2010 

2011 

2009 

2010 

'2011 

1 

2 

3 

4 

5 

’ .. 6 

7 

*2 & T5‘ 

7,665 

7 r 953 

11,116 

, 2,936' 

2,930 

4,281 


(16.0) 

(iXi) 

(17.2) 

(0.4) • 

•' (O.*) 

<0.5) 

*10 

12,222 

18,535 • 

21,288 

12,222 , 

18,536. 

21,288 

• 

(25/0). 

(32,8) 

(33.0) 

(1.8) 

(2.4) 

(2.3) 

?20 

2,200 

2,341 

3,020 

4,395 

4.681 

6,040. 


(4*5) 

(4.1) 

(4.7) 

: (o.8) • 

"m 

(OJ) 

*50 

4,688 

4(211 

3;ise 

24,44.0.' 

v\jq? 

1&08O 


( 16 . 0 ) 

(7 4) 

. (5.0) 

(3.6) 

(2.7), 

(1.7) 

T100 

12,702 

13;836 

14,024 

1,37,028,1 

-,35364 1 

)4 0,243 


(2s;o) 

(24,5) 

(21.7) 

(20.1) 

.'(17,6) 

(15.0} 

T5QS 

6,155 

7,290 

8:905 

3,08,304 3 

,64,479 4 

.,45,311 

, S 

(12.(6) 

(12.9) 

•(13.8) 

• (45;3) 

(46.2) 

(47.6) 

Tljjboo 

1,918 

Z v 383 

3,027 

1,91,784 2 

138,252 3 

,02,713 

r !-i 

(3*) 

(4.2) 

<4.7) 

(28-2) 

• (30 2) . 

(32.4) 

Tothl 

49,363 

5^.549 

64,577 

6>81,133 7 

MZ9& 9 

,35,95S 


'N'ote; Figures In parentheses represent percentage share ih total. 

J L. " ' 


Sourso A/i/iua.' 'Report of RSI - 2010-1 i _ 
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TABLEOI 


Attorn* live Estimates of Bis ok iheonj’s 
(As percent of GNP or GDP) 1 . 


IP 

Chopra’s estimates " 

1" Gtrptfl & 
Gupta's 

estimates 

Gupta £ 
Mehta;*' 
estimates 

"Wan chop 

method” 

“OwrT^ 

«s 

r" &y 

(3) 

mm 

n 

4.6 

5,2 


■MU 


Ohoih 

et.afB 

estimates 


.. -(6J 


Ranflnakar'sf 
estimates f 


[ 


F) 
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TABLE*D2 

Size of the Shadow Economy In 28 Aslan Countries 


Shadow Economy (in % of official GDP} using dVMlMldandiurrflncydsmBnti method 
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Country 

1999-2000 | 2001-0^ 


a 

i 

Bangladesh 

35.6 j 36,5 

37.7 

■ 

2 ' 

Bhutan 

29.4 30.5 

Han 

3 

Cambodia 

50,1 , - .5-1,3. 

52,4 

1 

Efl 

Hong Kong 

16,6 

, 

17.2 

n 

5 

India 

23.1 

24,2 

1 ■ 

• *« . 11 

u 

Indonesia 

19.4 

■ 2 i;b 
' 

22.9 | | 

H 

Iran 

18,4 

19.4 

■i mm 

8 

Israel 

21.9 , 

_ 

’ , 22 . 8 . 

23,9 j 

9 Jordan 

19,4 20,5 

n i 

21.6 

10 

Korea 

1 J 27.5 ■ 28.1 - 

■ i 

28.8 :. 

"ii"" 

Kuwait 

20,1 


21,6 

12 

Lebanon 



36,2 _ j | 

"13 

Malaysia 

.■31.1 ' 

31.6 
■ 1 

. 32.2 

14 

■Mongolia 

18.4 ' 

,1.9,6 ■ 

20.4 

i 

15 

Nepal 

BSB 

' 39.4 : 

■ 4 ■ 

40.8 . 

I 

.' 16 

Orfifin 1 

18.9 

-19,4« 

, 

19,8 

_ 

3 

17 

Pakistan j 38,8 

«!!■ 

38.7 | 

' l 

18 - 

Papua New Guinea 

- 36,1 , 

MW 

38.6 1 

l 

19 

Philippine 

' . 43.4 

■ 44.5 

1 _■ ■ ■ ■_■ L 1 - ■■■ -- 

45.6 ' 

i 

20 

Saudi Arabia, 

. 18.4 > 

■wan 

19,7 ! 

i 

El 

Singapore 

13.1 

'13,4 

13.7 

..—.-— 1 —■ 

gH 

Sri Lanka L -- 

. 

44,6 

.' 4 ?“i- ’ 

■47.2 . 


m « 

Syria 

19.3 ■ 


2 . 1.6 

1 

'■"24 ■ 

Taiwan 


1 

25t 

i 

Thailand- 

.*■'.. 

52.6 t ' 53.4 i 54.1 

. 5. ■ ,- 1 ... 

26 

Turkey 

i 

32,1 

. 33,2 

34.3 i 

■1 

m 

U.A.E. 

. 26,4 

■ 27.1 

27,8 1 

i 

■■■ ■ — | 

28 

Yemen Republic 

i 

27.4 

. i 

28.4 

29,1 . ! 

i 

. -■ y ■ 


Average 

28.5 

: .29.5 

30,4 f 

_L. 


v 
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TA1&LS-H1 

List of DTAA countries a* in 2009 (78) 


SI, 

No. 

. i 

Country with 
which India ha* 
DTAA 

Whether 

under 

renegotiation 

mm 

Country with which f Whether 
rnctfn h ta DTAA ' under 
... E renegotiation 

1‘ 1 Armenia 

Yes . . 


Morocco ' j Yes - 

2 | AO&lralla 



Myanmar* ] 

3 I: Austria 

Yes 


Namibia ■ J Yes 

_._,_,__,..± . _ 

* . "l 

Bangladesh. 

Y«' 


Nepal 

Yes 






Yes 

e 

i^m^n 

Yes 


. .. 

Yes' ■ 


Botswana 



Yes 

■8 

Brazil . 

Yes 

EBB 


Yes 

9 

Bulgaria 

Yes 


Philippines „ ‘ 

Yes 

10' 

Canada 

Yes 


Poland ’ ■ 

Yes 

11 

China ■ 

Yea 

50 ■ 

Portuguese Republic 

Yes' 

12 

IS53SHH 

Yes 

EBB 

Qatar 

Yes 

13 . 

Czech Republic 

Yes 

m 

Romania , , 

■Yes 

14 

Denmark 

Yes 

53 

Russia 

Yes 

16 

Egypt 

Yes 

£4 

■Saudi Arabia . 

Yes 

16 

"Finland 

Yes 

55 

Serbia . 

Yes 

17 . 

France 

Yes 

56 

Singapore 

Yes 

18 

|*f lli'iT 

Yes r 

57 " 

Slovenia 

Yes 

kn 

Greece 

Yes 

58 

imsss^mam 

Yes 

20 


Yes. 

I3H 

Soaln 

Yes 

21 

i Iceland* 


60 

Sri Lanka . 

Yes 


Indonesia 

Yes 

61 

Sudan 

Yes 

23 

Ireland 

Yes i 62 

Sweden 

Yes 

24 

Israel 

Yea 

63 

Swiss Confederation 

Yes 

25 


Ybe 


Syria . 

Yes 


£i|MM 

Yes 

65 

Tajikistan*. 


27 


Yes 

66 

Tanzania 

Yes 

28 . 

Kazakhstan 

Yes 

57 

Thailand ; 

Yea 

29 



53 

Trinidad and Tobago 

Yes 

30 

Korea 

Yes 

IUBI 

Turkey 

Yes 

31 L 

Kuwait 

Yes 

70 

Turkmenistan 


32 

Kyrgyz Republic 

Yes 

BE 


| Yes 

33 


Yes 

[ 72 

Uganda 

Yes 


Luxembourg 

Yes 

73 


Yes 

351 

1 Malaysia 1 Yes 

74 

IBB^HEBi 

Yes 

m 


Yes 

75 

USA 

Yes 

tan 

Mauritius 

Yes 

76 

Uzbekistan ■ 

Yes 1 

1 38 

Mongolia 

wmmm 

. 77 

| Vietnam, ■ [Yes 

Iebi 

Montenegro 

IKE9HH 

78 

j Zambia ' 1 Yes 


■ The three countries, i,a. Iceland TeJIkls-an and Myanmar ateady hays tnespnciric provision and 
hence, remaining 75 countries were taken up Iot ranegodalien. 
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TABLE-E2 


A h fttatua of old DTAAs 


No of 
countries 
with whom . 
DTAAs were 
In force Ijn 
2009. ' 


No Of countries with 
whom we are 
negotiating article 
0 (lowing for exchange 
of hanking Information 
j along with names 


Total 78 (see 
the list 
attached). 
Out of these, 
3 DTAAs . 
already had 
Specific 
provision for 
exchange of 
banking 
Information 


No of countries with 
whom these 
renegotiation S'* re 
finalized and signed 
along with riamss 


Total 75 (In the list of 78 
countries. Wee countries, 
i.e, Iceland, Tajikistan and 
Myanmar already have 
the specific provision and 
hence, remaining 75 
countries ware taken up 
for renegotiation 


Negotiation finalized; 
28 . ' ' 
’Armenia, Australia/, 
Bangladesh, Brazil,, 
Finland, France, ' 
Indonesia, Kenya, 
Luxembourg, Malaysia, 
Malta, Morocco, Nepal- 
N&therian'd'e, Norway, 
Rqmenla, Singapore; 
Sri' Lanka, South Africa, 
S pain H Sweden,-. 
Switzerland, Tanzania, 
Thailand, United ■ 
Kingdom, UAE, 
Uzbekistan, Zambia ' 


No of the 
jcountries with 
which revised 
agreement 
signed and 
entered Into 
force 


Signed (7); 
Australis, 
Finland, Nepal, 
Norway, 

£ Inga pore, 
Switzerland and 
Tanzania 
Entered Into 
force [5): 
Finland, 
Luxembourg, 
Singapore, 
Switzerland and 
Tanzania , 


B. foama of New nrAAa slnc&^&Qg 


Tic of countries with whom negotiation 

for raw OTAAo have been completed 

No of new OTAAs 1 

signed ,, 

( i 

"No of new 
DTAAs entered 

Into force 

Total 19 

Albania, Bhutan, Chile, Croatia, Colombia, 
Estonia, Ethiopia, FIJI Georgia..Hong 

Kong, Iran, Latvia, Lithuania, Mexico, 
Mozambique, Senegal, Taiwan, Uruguay, 

Venezuela,' ■ 

i __ 

Slgned(fl)’, Colombia, 

Ethiopia,. Georgia/ , 

Msxloci Mozambique, . 
Lithuania, Taiwan 1 , 
Uruguay, Estonia, : 

i ■ j 

-:- 

Entered into 
force (4); 
.Georgy 
'Mexico, 
Mozambique, 

' Taiwan 


C, 


Trt fol DTAAs ■" faffta as Or date 

82 DTAAs - 78 above plus four more new 
Mozambique and Taiwan); 


DTAAs (with Georgia, Mexico, 
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1 i 

, ' " I 

1 r s 

TABLED J J 

i 

StJvTUS OF TAX INFORMATION EXCHANGE AGREEMENTS 

i j , 

1 i i .1 


No of countries with whom 
TiEAs are being negotiated 
along with names 

■ i ■ ' 

No of countries with 
whom TIEA ■■ - 

negotiations are 
finalised along with 
names 

No of countries with 
whom TIEA have been j 
signed along with .j 

names j 

r 

, i 

r Total 22 ('Argentina, ' 
Bahrain, Bermuda, 

Bahamas, British Virgin 
Islands* Cayman Islands, 
Congo, Costa Rita, Gibraltar, 
Guernsey, Isle of Man, 

Jersey, Liberia, 

Liechtenstein, Macau, 
Maldives, Marshall Islands, 
Monaco, Motherland Antilles, 
Panama, Saint Kitts & Nevis, 
Seychelles} 

Total 17 (Argentina, 
Bahamas.'Bahrain, * 
Bermuda, British Virgin 
Islands, Cayman Islands,' 
Congo, Costa Rica, 
Gibraltar, Guernsey, Isle , 
of Man, Jersey, Liberia, ■ 
Ma'cau, Marshal] Islands, 
Monaco, Saint Kitts & ' 

Nevis) , 

, i 

.Signed (10): Argentina, ; 

.Bahamas. Bermuda, j 

British Virgin Islands, j 

.Cayman Islands,' 

'Guernsey, Isle of Man, 
Jersey, Liberia and 

Mscua | 

'Entered into force!5): i 
Bahamas, Bermuda, 

British Virgin Islands, 
Cayman Islands and Isle 
, of Man I 


i 

i 


i 

i 

i 


i 


i 


I 


i 

i 
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TABLE-FI 



Offance ' 

i 


Funis hmcnf for contravention 
In relation lo peppy straw 


II 


16{c),2Q, 

16 



17, IS, 
£0,21 
and 22 


Culbvabm of opium, cannabis 
or coca plants without licence 


Embezzlement of opium by 
licensed farmer 


rodudlon, manufacture, 
possession, sale, purchase, 
transport, Import: export Inter¬ 
state or use ofnarcotp drugs 
and psychotropic substances 


]■ 


- 24 


S 



Import, export or transhipment 
□f narccUc drugs 
psychotropic substance 




External dealings in NDF5 ~ 


Knowingly avowing one's 
premises to lie used for 
committing an clerics ■ 


Viols tions perts'ning to 
controlled substances' 


Financing traffic and ■ 
harbouring offenders 1 


Attempts, abutment end 1 
art minakonspl racy 


Preparation b commit offence 


Repeal offence 


Consumption okrugs; 
Imm unity ' 


Punishment for violations no' 
elsewhere spoc'fsd 


n 


Maximum 


Smal quantity - up 'to fl months or tine 
up to Re, '.0,030of birth. 

More than smalt quantity but loss than 
commercial cuanttty'-upbkD years * 
fine L r p !o Rs.'l Lpkh. 

Commarclaf quantity kDlo 20 years + 
fine Rs. t b 2 Lakhs 


Rigbrous imprisonment-up. b 10 years 
+ fine up lo Rs, J , lakh 

■ 'ii 


Rigorous Imprisonment -10 b £0 years 
+ fine Rs. 1 lo 2.lakhs 

■ ■ ■ . — ■ - - ■ - 
Smal- up to 6 months or fine up Eo Rs, 

10,000 or both. 

More than smai!-up b 10 years + fine 
up b Rs, 1 LaVh. j .. 

Comma rciaE quantity- porous 
Imprisonment 10'to 2G years + fine Rs. 

1 Lo2La r -ths ' 


Small-up to 6 months of fine up b Rs. 
tOiOOOorbcth.' 

More then smell - up to 10 ysars * fine 
up lo Ra. 1 Lakh, 

Comntertfal c’jant;tji-|10 b 20 years + 
fine Rs. 1 lo 2'Lakhs 


10 b£0 years ^lina'ot Rs..1 to £ lakhs 


Same as for the offence 


Minimum 



10 to 20 years* fate Rs'. 1 b 2 lakhs 


Same as for lbs, offence 


Half the punishment for (he offence 


Ons and half times, Death penalty In 
some esses,' _ 


Cocainsi rtio’phin*, heroin - up tc 1 
yearcrfjieu'P lo Rs. £0,000 or both. 
Other dru^s - up to & months cr fine up 
to'Rs, 10,003 of both. 


Imprisonment up to six monihs c? fins 
or both - ' ’ 



F&ge B0 of 66 





























I 



■s/#e* Money Co.mmrciee Report. &)12 

I 


■ i i . 


1 

Act 

r ' i' 

i 

a soften 

l £ 

Offence 

* 

' Maximum 

Mfnfmum 

1 

j 

Custom^ 

Acti&ez 

- 

132 

Fels& decFar&lron, false drcumants, ■ 

'file 

Up to two years, or with fine, 
orwllh both. i 

' 1 

1 

1 

.- 133 

Obstruction bf officer of customs 

Up to two years,.or with fine, 
or with both, L ' ■. 

i 

< 104 

Rofwfll to belayed 

Up to sixmenths, or with' 
tine, or with-fcolh 

h 1 

105 

Evasion ofduty or prohibitions 

j 

Uplo seven years and with 
fine T y 

\ year 

136 

Offences by officers of customs 

Up to three years, or with 
line, or with both 

■ 

Central 

Ercrse 

Act 10T4fl 

9 

Evasion of duty 

Up to seven years and with 
fine L .. 

■ i ( 

3 yssra or 
with fine or 
with both 

PM LA 
1002 

4 

Punishment for Monfly-Laimcerlng 

7 years with -find 'up tn Rsi 
lakhs 

3 years 

Offenoo fn ?era 2 Part A of Schedule 

10 jeers with fine up to Rs.5 
lakhs 

3 years 

,i 

| : 

1 1 | 

1 

* 

PC Act 
1353 

i 

■1 

7 

Public servant taking gratification 
other than fegal remuneration In 
resoect of an ollcral act 

Up to five years and fine . 

6 months 

a 

Taking gratification, in cyder, by 
corrupt e r illegal means, 1o influence 
public servant 

LPp Ip five years^nd fine j 6 months 

I 

9 

h 

faking gratification, for exsrdse of 
personal Influence vflh ptfbfic servenl 

Up to five years and fine 

h ' 

6 months 

IP 

Punishment for abetment by public 
servant of offences defined In section 

8 or 9 

Lfp iofive years and fine 

" i 

6 months 

i 

11 

Public servant obtaining valuable 
thing, without consideration from 
person concerned in proceeding or 
business transacted by such public 
servant 

Up to five yea's and flne 

r 

V 1 

# 

H 

6 mcnlns 

i 

12 

Punishment for abemet of oFFer.cos 
defined In section 7 o-11 

.1 .. 

Up Iofive years and fine 

5 months 

_l! 

.13 

Criminal misconduct by a public 
servant 

Up to seven jwrs and fine | l year 

■ 14 . 

Habitual committing of offence under 
section 6,9 and 12 

Up 1o seven years and fine 

r 

‘ ... h 

2 years 

~TT“ 

Punishment For attempt 

Up to three yearn and fine 

1 


I 

l 
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TABLETS r ■ - . 

i 

Existing and proposed minimum and maximum punishments 

urtdsr economic laws. 


■] 

1 h l 
' _ 1 1 

PRESENT IMPRISONMENT' ♦ 

■ -- £ ---- 

PROPOSED 

■ i 1 

Maximum 

Minimum 

Death 

■ *■■ 

Maximum 

Minimum 

1 

income Tax 
Act 

7 

0 

i 

i j 

1 

, t j ’ 

3 months 

2 

Wealth Tax 
Act 

7 

;o 

1 

i 

',7 

i 

3 months 

3 

" 

Customs Act 

7 : 

0 


■ i 

■ > ' : 

.3 months 

A 

Central 
Excise Act 

7 

■ 

■ 0 

. * 

> 

7 ■. 

3 months 

5 

PC Act 

7 

o ■ 

■■ 1 

■ 

10 ■ 

6 months 

6 

PMLAct 

■ 

, « ■ 

3 . 

p 

No L change , 

No change 

7 

. NDI^Act 

■ 

20' 

. 0 

Yes*. 

Life 

Imprisonment 

... .j -=_!— \L ^. 

6 months 

U_— 

■ 

Notes 

lIlHIIB ■ 1 - h ( 1 

. ■■ ' ’ 

] . ' r- ! 


* For second a 

^ 1 n I 

Tivl:Uon ounishabis with 10-iC years imprlsor.me?n. ’ 1 

1 . imprisonment Is in veare, unless otherv^se mentioned, ' ■ . -—! 

— ■ ■ rrn ■ J i i 

2 > There shon Id be no provl S'on of d e a'th sente nee for e conomlc offences, .... ^_f 


I 

>■ ! 
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i i ' > 

' ' ! 

ANNEX-G1 j 

Proposed amendments [q the tax.law introduced In the Finance Bill 2012 aimed nt.curbtTT^ tax 

evasion and reducing blaSck economy * ■ j 

■' ’ . ' | 

(i) ' Unexplained cash eredlts/investrnente/, expenditure,'etc., uhdersection6a i 69,S9A J 69B' h 69C 

and 090- Pert 1, Chapter VI, Par* 6; Part ii, Page 9, Par* 3.42 I 

h I 

(II j Corhpufspry tiling of income tax return in relation to assets located outside India - Part It, ^age 

I9,p*hh2,a ' v ■' | ' 

(iii) Reassessment of Income in relation to any asset located outside India - Part t, Chapter Vl } 
Pare BAS', Parttl, Page 19, Para 12A . . r 

{I v) Pen ally on undls close d I ncome f o un d d u rin g th e cou rs d of s ea rch - Pert I, Chap ter Vi P era € 

■ . 

(v) Expediting prosecution proceedings under th e Act -Pelt l, Chapter VI, Para 6.44 

(vi) 'Definition of Commissioner, to include Director- Pert Ii Page 8 r Pera 3.40 

(vil) Prohibition of cash donations in excess of ten thousand rupees - Part I, Chapter IIi\Pare 
3+42; Part U f Page 5, Para 3, 16 , 

(vlii) Share premium In excess of the fair market value to be treated as income - Part ft, Page 6, 
Pare 3.24 L l 1 

(lx) Tax Co 11^ ftion at S ou rca (TCS)on cash sale of bull Ion i nd J dwell ery ■ Part t, Ch apter Vi ■ Pare 

6 ,21 Uj ■ 1 1 

# i 

(x) Income deemed to accrue or arise In India - Part If, Page 20-21, Para 12.10,3 fi 12A014 

■ ' _ ] 

(y|) Taxation of a non-resident antertamer, sports person etc, - Part II. Page 19, Para 12,6 

(xii) Tax Residence Certificate (TRC) for claiming relief under DTM -Part it, Page 21, Pare If.10.4 

(xltt) Extension Of time limit for completion Of assessment or reassessment where information is 
sought under a DTAA- Parr U Chapter Vi, Para 6,43; Part II Page 19, Para 12,9 i 

i 

(xlv) Advance Pricing Agreement (APA) - Part It, Page 18, Para 12.2 j 

(xv) Filing of return of Income, definition of Internationa] transection, .tolerance band for ALP, penalties 
and reassessment In transfer pricing cases - Part I, Chapter Vi, Para 6 , 

- _ 1 H 

{xvl) G en e raS A ntl-Avoi d a nee Rul es (G A AR) - Part li, Page -18, Para 12,3 

(xvii) Customs duly on gold import enhanced from 2% to 4% - Parti Chapter VI, Para 6.20 
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ANNEX-G 2 

i 

■ .' j 
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r 

LEST OF PASTCHAIR AlS * MEMBERS OF THE COMMITTEE , 

h 

r ( H 

CKAIR 

h 

SHRI SUDHIR CHANDRA, CBDT ; ; .. 

SHRI PRAKASH CHANDRA, CBDT 

SHR1MUKESH CHAND JOSH1, CBDT - , . >' J \ 

i ’ h 

1 - ' i ’ 

, 1 i 

" ’ ' . " r .1 ' 

CO-CHATR 

SURE SATYENDRA SINGH RANA, CBDT 

i 1 h * , L , 

' " 

' > i ’i 

MEMBERS 1 

SHRIARUNMATHUR.ED ■ ■ . . ■ 

SHRIAMITABHRAJAN.ED J .i 

L [' 1 ■ M 

SHRI RAKESH S'iRgH, ED 

SHRI R K SRIVASTAVA, MOL ^ 

SMTSHARDAJAlN h WOL 
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Black Money Cctimttee Report, 2072 


ABBREVIATIONS USED 

i , ( 

ASSOC HAM The Associated Chambers of Commerce and Industry of Indio 
AG Accountant.General i 1 " . 

ASAccountlng Stewards' ■ 

BRiCS Brazil, Russia, India, China & South Africa 

C&AG Comptroller and Auditor General of India ' ” 

CBDT Central Boaj;d of Direct Taxes 

C6EC Central Board of Excise & Customs 

CBI Central Bureau of Investigation 1 

CEI8 Central Economic Intelligence Bureau 

C E N VAT Cen tra I val ue Add ed Tax 

CIB Central Information Branch 1 ■, J 

COIN Customs Overseas Intelligence Network 
CPC CMI Procedure Code 

Cr PC Criminal Procedure Code r ' 

CTR Cash Transactions Report 
CVC Central Vigilance Commission 

DARTTS Data Analysis & Rasearoh for Trade Traneoarancy Systerfi ; 
DCI Directorate of Criminal investigation 

( i 

DEPB Duty Entitlement Pass Book 

DFIA Duty Free Import Authorization 

DGCEI Directorate jGdneral of Central Excise Inference 

DGIT Director General of Income Tax 

DRI Directorate of Revenue intelligence 

DoC Directorate of Currency 

DYMIMIC Dynamic-Multiple Indicators Multip J e-Causes 
ED Directorate of Enforcement 
EIC Economic Intelligence Council 
FATF Financial Action Task Force 

FCRA Foreign Contribution ftsgulatson Act - < . 

FEMA Foreign Exchange Management Act 

FICCI Fsderatlon of Indian Chambers of Commerce and Industry " t - 
F1CN Fake Indian Currency Note r h . ' 

Ftl Foreign Institutions Investor 
FlNnat Financial Intelligence Network 

FIU-IND Financial Intelligence Unit- India ■ . 

FLETC Federal Law EnforcementTrainmg Center . 1 

r ■ 

FMC Forward Market Commission ; , - 

FRBM Fiscal Responsibility and Budget Mdhag ament Act ^ ■ 

i d 

FTA Free Trade Agreements 
FT&TR Fo reign Ta x & Tax Research 
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Stack tdoney Committee Report, 2012 , ’ 1 

i ■ " J 

i " i 

ABBREVIATIONS USED 

■ j 

ICAI Institute of Charts™^ Accountants of India - 

tRDA Insurance Regulatory and Development Authority ' 
tPC Indian Penal Code 
GDP Grass Domestic Produce 

GST Goods antf Service Tax L ' 

HQ Head Quarter i : 

HSN Harmon I zed'System of Nomenclature 

KYC Know Your Customer ' ■ ■ ,Jh ' 

■ , ' H 

LftC Legislation & Computerization 

MHA Ministry of Home Affairs L . 1 1 '' 

M L AT Mutual Leg at As sista nee Tree ti es 

MGNREG5 Mahatma Gandhi National Rural Employment Guarantee Scheme , 

NAS National Accounting System L l 

NCAER National Council of Applied Economic Research i 

* - 1 

NCB Narcotics Control Buraau .. 

NDPS Narcotic Drugs and Psychotropic Substances Act 

NiFM National institute of Financial Management , . 

'NtPFP National Institute of Public Finance and Policy L j. 

NQC No Objection Certificate p _ ' V / 

NPO Non-Profit Organisation « - 

PAN Perm an ant Account Number L ■ ,l ■ 

. I ■ • ip 

PMLAPrevantlOiidfMoneyLaunderingAot ■ : 

PN Participatory Note , ' 1 . ; 1 

PTAPrafarantlalTradeAgreements - L 

RBt Reserve Bank of India ' 

Rl Rigorous Imprisonment r J, ‘ 

SEBI Securities and Exchange Board of India " - 1- 

SFIO Serious Frauds Investigating Office ■ - 

5TR Suspicious Transactions Report 

TBML Trade Based Money Laundering - 1 

TlEATex Information Exchange Agreements , ' ’ 

TRAtTdiecom Regulatory Authority of India .V 

TTU Trade transparency .Unit 

UID Unique identity . ■ ■ 1 

UNCAC United Nations Convention Against Corruption 

■ ■ 

URD Un-registered dealers 

VAT Value Added Tax 

VKGUY Vis hash Krlshl Gram Upaj Yo]sna 

WGC World Gold Council 1 ' 
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Soarch and seizure action taken fry Enforcement Directorate on 01,04,3017 
on Shell Companies 

Intelligence / information was received that shell companies are being used for 
undesirable financial activities such as conversion of undisclosed cash into share 
capital.'/ Joans, layering of transactions, deposit of old demonetization currency into 
bank accounts during the demonetization’period and subsequent routing thereof for 
purchase of bullion, etc. In order to proceed further, inputs were sought from CBDT 
and SFIO as regards names and addresses of shell companies which are presently 
undertaking such activities, in response an e-mail was received from CBDT,which 
contained a document running into more than 5000 pages which contained 
Information-about action taken by CBDT in cases of shell companies operating from 
KcSkata, The said information related to action taken more than 34 years .earlier ^nd 
thus di$ not appear to have much current relevance- Details about one-Chartered 
Accountant in Delhi who was running a number of shell companies was received 
from SFIO which was analysed and acted upon by Enforcement Directorate, 

I 

11, The Directorate, during various ongoing investigations had come across 
various companies which were used with the objective to conceai the n^turef origin, 
or destination of misappropriated funds by concealing the beneficiary owner or 
proceed of crime generated out of corruption, fraud and other such crimes. Cases of 
foreign’outward remittances of dubious nature by certain companies had also been 
detected. In order to investigate further, L Enforcement Directorate .conducted 
nationwide searches on 1 n April, 2017 in the cases of shell companies. Searches 
have also been carried out in the cases of related professionals who are the brain 
behind creation and operation of such shell companies* These searches were 
conducted in respect of arourid 1000 companies at 134 premises across 16 states in 
India under FEMA & PM LA, A detailed report on these searches in £ tabulated 
manner is enclosed herewith, 

III; On the basis of searches / enquiries conducted in respect of shell companies, 
the important findings noticed are as under: 

1, Many of the companies were not running / operating from the addresses in the 
records Indicating that the companies have been registered with fictitious 
addresses. In some cases, a number of Shell Companies are running from a 
small room and no documents were found related to running of the said 
companies during search 

2, No business activities were observed at the given premises instead premises 
. werel being used for sq ; me other purposes such as godowns, residences, etc. 

3, Shell companies have also been used to deposit of demonetised notes in 
crores of rupees during demonetization period. 



In some oases, the shell companies have still been shown operating from the 
addresses even if the lease agreements have already expired of the given 

addresses. Change of addresses by Shell Companies is not brought into the 
n otJce of co nee rn ed a utfi orities, 

h 

In one specific case, Shri Jagdish Prasad Purohit [s controlling /operating 
more than 700 companies through his family members, relatives and 
employees, search was conducted at his. residence, Shrl Jagdish Purohit had 
also given accommodation entries to other companies In crores of rupees. 

Sheli Companies are controlled by persons who are not on the Board of 
Directors, Most of the Directors are on the board of the company as dummy 
directors and have no knowledge about the working of the company. They 

sign balance sheets and other documents etc, on the Instructions oMome 
other persons, : 

It is noticed that some professionals like CAs and CSs are also providing 
assistance in running of shell companies. They prepare and fiie the financial 
statements of these sheli companies, to meet the regulatory requirements of 
different Agencies / Institutions', in one case, one CA signed the Balance 
Sheets and Profit & Loss Accounts of about 800 Pvt Ltd. companies. 

In some cases, modus operandi of sending out foreign exchange In the guise 
of advance remittance for import of goods by some shell companies has been 
rroticed. For this purpose, these companies have rented a flat locally, After 
sending out the remittances, they have vacated the premises and their 
wh e read o uts a re n ot known. 

ri 

In some other oases, the companies have not realised export proceeds and 

requested RBI for write-off the said amount without'any valid reasons. 

Therefore,, it appears that funds have been parked abroad in the gutse of 
export. 


Shell companies are also used to receive cash from the beneficiaries to be 
deposited in the ^roup companies. Afterwards, monies are'routed through a 
web of companies formed by the operator or a set of operators for layering and 

ultimately money in the form of RTGS/bankirg transactions is transferred to 
the beneficiaries. 

In certain cases, there are-two sets of concerns, one that needs cash in lieu of 
cheque I.e. entities wanting: to siphon off funds in the garb of expenses and the 
ethers who need cheques in heu of cash. The monies 'are 'transferred in the 
guise of genuine business transactions 


I'o'&V 


1 


I 

1 


12. Addresses of many shell companies have been-found to be non-existent* 

r Banks should verify the addresses properly before opening accounts for any 
company. ; ■ - ■ 

13. Use of fake bills of entry/ inflated bills of entry for,transfer of funds from India to 
countries [ike Hong Kong and Dubai. Large funds ara being transferred in such 
cases, It is very alarming trend threatening financlai stability of the country. 

r < 

14. : Use of Cooperative Credit societies for cash deposits by individuals and 
, transfer of these monies to the accounts of other shell companies, By this wky, 

cash deposit is masked and does not come to the notice of Investigating 
agencies. RBI should regulate these societies more closely, f 

15. Shell Companies are also used for round tripping In order to avoid service tax 
and local duties on one hand and enjoy export incentives on another 

( _ < 

16. ■ No due diligence by banks is done in respect of physical possession and title 

of land taken as collateral. 
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This R e p 0re for the year ended March' 2010 lias been prepared for 
•IndiT thS PresldaM undeI ‘ Artide 1S1[1) of the Constitution pf : 

KSCtlpK ' DireCt TaKes of *■ Union Government is 
conducted under section IS of the Comptroller and Auditor General .’of 
India (Duties, Powers and Conditions of Service) Act, 1971. 

The Report presents the results of audit of receipts under direct taxes 
comprising Corporation Tax, Income Tax Fringe Benefit Tax and Wealth 
Tax and is a] ranged In the following order: - 

(0 Chapter I: on tax administration; 

;(ii) Chapterfl: on audit impact of direct taxes and mentions the 
results thereof; 

(UI) Chapter III: on our findings on assessments of Corporation Tax; 

4 

L ^ C h jJP te r IV: on our Endings on assessments of Income Tax in Part 
A r Fringe Benefit Tax in Part B and Wealth Tax in Par: C, 

bnno ^ In , c3 . ud ^ ] ' n thls R eP< ] rt are Che results of audit conducted during ■ 
2009-10 and in earlier years which could not be covered in the previous " 
reports. 
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Report No, 20 of 2010-11 {Direct Takes} 


* 


* 


* 


* 


* 


* 


Direct tax collections increased from 1,155,216 crore In'2005; 
06 to ^ 3,73,063 crore in 2009-10 at an average annual rate of 
growth of 32.2 percent, 

(Paragraph 1.3) 

In 2009-10, for every unit growth In GDP, direct taxes grew by 
O.Eper cent only. Thus, the acceleration in tax collection was 
less sharper than that of GDP in ,2009-10, The buoyancy 
improved as compared to 2003-09 when it was 0,5 percent ■ , 

(Paragraph 1.3.1) 

The total number of direct tax assesses* increased by 
lAAper-c&nt in 2009*10 to 340.9 lakh as compared to 
297,9 lakh taxpayers in 2005-06, The growth path has been 
fluctuating as it registered a decline of 3 per cajic in 2003-09, 
with the decline being sharper' for corporate assesses. 
However, m 2009-10 there has been a marginal increase of 
4 percent. 


„ (Paragraph'll) 

82.S per cent of the collections came In by way of voluntary 
compliance in 2009-10* ’ ; 

(Paragraph 1.6) 

The pendency of scrutiny assessment cases increased from, 
45,7 per cent \n 2005-06 to 50,7 per cent in 2009-10. ! - * 

(Paragraph 1.7) 

Cost of collection rose to 0,73 per cent in 2009-10 from 
0.55 per cent in 2007-03, ' 

(Paragraph 1.10) 

Internal Audit completed 69,8 per cent of the targeted audits. 
Only 12,6 per cent of major findings raised by Internal Audit 
were acted upon by the assessing officers in 2009-10. 
Departmental response to Internal Audit was clearly 
inadequate. 

J > -p 

(Paragraph 1.13) 
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Report No 26 ttfWlO-U {Street Taxes) 


m 


1*1 INTIIODL'CTIDN 


1.1.1 Direct taxes levied by the Pari Ian: out mainly comprise: 


Corporation tax on companies which constitutes 64,7 per cent 
of direct tax collection*. The corporates also pay Wealth taxon 
the assets owned by them. In additions tax is payable'on capital 
gairt£ made an the sale of assets 


* Persona] Income tax which is required to he paid if the income 
leve] reaches above ^1,6Q lakh 2 , 

X61.2 Other direct taxes Include Fringe Benefit , tax^,' Securities 
Transactions tax 4 and Wealth tax & etc. 


t2 The organizational structure of the Income-Tax Department is 
at Append ix-1. Table l.i provides a snapshot of tax administration. 



The details of tax administration are given in Append Ex-2. 


’ fair die (lnjnclnl ytif 2(0 }$-] o 

' Jy Jl- IIJIIC io Cut, e . n js T i.h l*kJ L fas Uw rtV 30|0-'( 

fl 1.? lakh LhCidc DlrLsJdesiTWflinejisud? IA \nfri In ofreitdfiiit tf sitlutns^ 

™i«hJj^ J ''!;r hfrnm bfTma by ^ fnphiT« t Pilnpd B e ,LerU Tail is 

agolLShifl Iftnin tl'd «lfdSmei:t ™*r JUJU.J J oimyrdi h 


! ^ tn ' d * r ™S " a [, w*. 

tax eiajj^ajLK AH t)w neL wtallll drimnnsH ewsttrin assitk x.n«niiMri un.lu. . .... _..-. _ 
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Chart i.li Growth in cDlloctlon 



1.3 Growth in collection 

There has been a rebus? 
growth in collection of 
direct taxes in the last five 
years, as it increased from] 

* 1,65,216 crore in 200S-Q6 
to * 3,78,003 crore 7 in 
2009-10 at an average 
annual rate of growth of 
. 32.2 per cent The 
collections exceeded the 

. vlhhj ■-■ _ .. V j TM t a ■ 

budget estimates during the period except 2005-06 and 2008-09. 
[Chart 1.1), The rate of growth of tax collection has decelerated 
particularly in 2009-09 and has since marginally improved in 2009-10, 
Tftere was deviation in actual collections with reference to budget 
estimates during 2006-07 to 2003-00 a* the actual collection deviated 
oy_8,5 per cent to 16.7 per cent of the budget estimates. However, 
revised estimates were found realistic during the period 2005-06 to 

2009-10 as the collection was within 3.2 per cm of the revised 
estimates. 

1.3,1 Tax-GDP hatio and tax huovancv 

it. x, _ „ Chart 12 : Tax CUP i-atio and Tax buoyancy 

Tax-Gross Domestic Product 

[GDP) ratio increased from 4,6 
per cent in 2005-06 to 6.1 per 
t in 2009-10, However, 
there was a slight decline as 
compared to 6,6 per cent in 
2007-08, For every unEt 
growth in GDP, direct taxes 
grew from 1.7 per cent in 
2005-06 to 2,6 per cent in 
2O07-08, However, the trend of buoyancy slowed down steeply to 
0,3 per cent in 2009-10 through 0.5 per cent m 2003-09 [Chart 1,2), 
Buoyancy value less than 1 is not a healthy indicator given the overall 
growth in the GDP. The sharp decline in buoyancy is a matter of 
concern. 



1.3,2 The total direct tax collection has increased by 123.8 per cent 
from X 1,65,216 crore In 2005-06 to ^3,73 f 063 crore in ,2009-10 
whereas total GDP has increased by 74.0 per cent from 
X 35,30,344 crore in 2005-06 to *62,31,171 crore in 2009-10 
indicating a significantly higher growth rate of tax collection over five 
years period. However, in the recent past i.e. 2OQS-09 and 2Q09-1Q the 


7 Plead Tbrfili tiji tiFrili-edt tJK^jUmtfin ^ ir 
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ReportNe ZG of2010-11 (Direct Taxes) 


Ciiartl,3:11/]diiilnp of tax bad£ 

_ _____ _ 


and tlifreJfr^ f ol,a< * !oil has decelerated particularly in 2C08-C9 
ana thereafter marginally improved in. 2009-10, At the seme time' 

lSoT/J^Tr 0 ™* ax,mt nf ta * “^ptinns |, as increased by 

20M ^ 200S ' 0S t0 ? i" 

/uu9’io impacting the growth of tax, collection, 

* 4 

1.4 Consolidating tide™ gasj; 

Tr hase , is essentia! t0 estsblisi ' that all the assesses are 
in the tax net and that the tax due is deposited by these assesses. ; 

1.4.1 WiQCNtNG OFTAXUASJ3 

T]ie assesses base grew over 
the. last five years from 
297,9 lakh taxpayers m 2005- 
Ofi to 340,9 lakh taxpayers in 
2009*10 at cIjs rate of 

34.4 percent (chart 1.3}. 

Tlie Department has different 
mechanisms available to 
enhance the assess?e base 

which include inspection and survey, information sharing with other 
tax departments and .third party information available m annual 
information returns. Automation also facilitates greater cross linking* 
Most of these mechanisms are available at the level of the assessing' 
officers. The Department nee^s to holistically harness these 
mechanisms at macro teveJ to analyse the gaps in the assesses base. 

Permanent Account Numbers (PANs] 10 Issued upto March 2009 and ■ 
March 2010 were 807,9 lakh and 958 lakh respectively. The returns 1 
fUea in 2008-09 and 2009-10 were 326.5'lakh and 340.9 lakh 
respectively. The gap between PANs and the number of returns filed 
was 617.1 lakh in 2009-10. The Board needs to identify the reasons 
for the gap and use this Information for appropriately enhancing the 
assesses base. The gap may be due to issuance of duplicate PAN cards 
and death of some PAN card holders, The Department needs to put In 
place appropriate controls to weed out the duplicate PANs and r also 
update the position in respect of deceased assesses. It is significant to" 

* r- >r ii11 - ie ™i v™ I™ , B 

nL'r.-CflTpDrACuiljdCGJ? r 



CL-rpui^^c IS LV“I[ 


i^rntH fi tini'.cu^L'i^ (Kduicorj. IlnldnsTrtWdptn In order to enau* L.uu*r «,)„uta n *ih, them 

^^SEriST 1d,u m! “■* "•« **— - «*—'■ ™ 

, nJl«i-l~iL UX curilfilijncn, [t Id Uiu^ ^ Hi* acpqn.nmn-t, tut Vi* fraM-end Sf tkf bracfffl-u* tcun 

Ll? - [unT-iUJ ?I,<1 1 *p«IU 
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Report iVp, aa j fD/we 4 b*Hj 

note tha t the number of PAN card holders has,(nerved b y 

Sffled n [9hr een 200 O°t 2009 ' ID ">“«* tf* number of 

returns filed in the same period has increased by 14.4 per cent only. 

til's d, 5 e «J** “ llsnl01 >.hi( increased by 128,8 per cent during 

around rl nL 2 S- 05 " 06 ^ 20 ° 9 ' 10 ' The increa5e ,n tax collection was 
S?k l 35 Compared ta incase In the assessee base, it 

■ should be the constant endeavour of the Department to ensure that the 

entire m IbbUtalT ° nCe COtTeCd/ ldentifled is W msetin S the 
tav hahmn, , b n h However '.^ assurance =°uW be obtained that the 
‘ Thl hab m™ " ( the a “ esses JS being assessed and collected properly.- 
This comment Is corroborated in para 2.4.1 of Chapter 2 of this report 
where we have mentioned shout our detection of undercharge of tax 
amounting to ? 12 842.7 crore to 19,230 cases audited during loOe oT 

tateT™ !ir n ? e 6c ] th?t 0UE is 3 tcst audi t Department n eeds to 
exiting™. ^ lengthening the controls available on the 
existing Statutes towards deriving an assurance on the tax collections. 

1.4.2 Reconciliation of corporateassesses 

There were 8*4 lakh working companies" in the country registered 
with Registrar of Companies fROC) as on 31 March 2010, However the 
corporate assesses* on the Income-Tax Department's records are only 
3,7 iakh, leaving an un-reconciled list of 4,7, lakh companies. The 
difference has Increased from 2A lakh in 2005-06. It had been 

S*.T tll,d "l 2007 ' M C2 ' B lallh )- The Board should 
reconcile the discrepancy for accurate assessment of the filing gap. 

1*5 Relative shake in collection 

Th? three major States (Chart 1,4) of Maharashtra, Karnataka and West 

£ 'Co' n r? T e than 3/ ^' of total direct tax ‘°U^lon in 

J” 5 : 1 ,*; ’ 1 MOB-09, the three major states who had contributed more 
than-3/4 of total direct tax collection were Maharashtra, Karnataka 
and Delhi. West Bengal registered increase of 31.5 per, cent in 
coliecbon whde Maharashtra ana Karnataka registered Increase of' 
around IS per cent ip collection over the previous year. On the .other 
and Delhi registered 15.3-per cenr decline in collection in 2009-10 

over the previous year. The reasons for decline in collection need to ba 
examined. 


_.^rolTinr Ministry pKnrpn af-j Affairs fhiVA Diu'j^n n \ 
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Chart 1 A- r Rulatjve-aliare in collection 



Ci-owth in coif fiction was unevenly spread across the country. Positive 
growth in tax collection was reported [n 16 states 12 in 2009-10 vis-a- 
vis 2008-09. Assam, Chhattlsgarh, Manipur, Mizoram and Uttarakhand" 
(details in Appendix-4) had a growth of more than 100 per cent as 
compared to that of the previous year. The reasons) for growth of 
more than 100 per cent in respect of these five states needs to be 
examined. The issue is especially significant in view of the negative 

growth in Direct Tax collections In other 16 states during the same 
period. 1 ; 


1.6 Effective hats ov taxation 

The effective tax rate for companies 13 was 22.3 per cent in 2003-09^ 
which was substantially lower than the statutory tax rate of 33.9 per 
cenf. We found that 179 companies with profits before taxes (PBt) of 
T 500 crore and above accounted for 57.5 percent of the total PBT and 
55 7 per cent of the total corporate tax payable. However, their 
effective tax rate was only 22,1 per cent while tile effective tax rate was 
25.E per cent for companies having PBT of upto f one crore. This 
shows that tax concessions are being availed of mainly by large 
companies, : 


17 Extent of voluntary compliance 


Voluntary compliance by 
assessees (pre Assessment stage] 
accounted for 32.3 per cent of the 
gross collections in 2009-10, The 
collection by way of voluntary 
compliance was higher than 
2005-06 and 2006-07 but 
marginally lower than 2007-00 
and 2008-09. 


Chart 1.5= Extent of valuutiry compliance 



" Andtirj Pridesl*. Ais?n\, Bihar, Chitrlspirti, Jamjr.u & Iktlnulr, [tirualaiu. Mp.-'bji PradesLi, 

Ma.uriLsLittu, lUiKpurrMliariJi:, LUjj^liw n r TLisnil did u, ULur Pradw.i, UUUTaiujLsI and Wist limcal 
11 SciurCe: R<«I(JH ItudgiC 2DIIM L + 

1 H Tine cfrmjivi ft* i atu ^aa jg-cB^rln iUDT-DF. 
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1.8 Position qf assessment 

- High-risk tax returns are 
selected and examined with 
reference to collateral data by 
the assessing officers (AQs) m 
' scrutiny assessments, Out of 
the total 8-7 lakh scrutiny 
assessment cases for disposal 
(Chart 1,6], the Department 
had, disposed off 4,8 lakh 
[49.3 per rent) cases in 2009-10, This was togher" than the scrutiny 
assessments completed in 2006-07 and 2007-08. However, despite the 
increase in the number of officers involved In assessment duty, 
; flutter of scrutiny assessments came down In 2009-10 as compared 
to 2008-09. This is to be seen in the perspective that the very base of 
scrutiny assessments due had been reduced from 9.5 lakh in 2008-09 
to 8.7 lakh in 2009-10. The pendency of scrutiny assessments 
. [ncreas ^d from 45.7 per rentm 2005-06 to 50.7 percenttn 2009-10. 

4 

Working norms of officers deployed for assessment and non- 
assessment functions need to be framed up so that qualitative content 
of the tax scrutiny can bo improved alongwith improving the pendency 
.status of cases. 


Chart 1.6: Position of assessment 



1.9 . Efficient of collection 


Chart 1.7: Efficiency of col] actioh 
Ef(Ed J ■ 


In 2009-10, only 65 per cent 
of „ the total derpands 
cumulatively raised in 
'assessments upto that year 
had been collected (Chart 
. 1.7). The performance was i 
Identical as in 2005-06 and 

2008- 09. However, there 
was a decline as compared j.s 
■to collection of 74 per cent 
for 2007-08, At the end of 

2009- 10, as much as ^2.3 lakh crare remained uncollected. This 
[Comprised demand of f 1.8 lakh crore of earlier years and current 
.demand (2009-10) of T 0.5 lakh crore, However, in 2008-09, earlier 
years pending demand was T 0,9 lakh crare and current demand was 
flf ^ 1,1 lakh crore, Out of which, one group namely Hassan All alone 
accounted ..for ? 71,784 crore of uncollected demand (refer oaragraph 
1,8 of Aucfit Report No. 4 of 2009-10). However, this matter is pending 
in appeal before ITAT, 
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Uem ! nd ‘ S riSinS dsspite dear P'-Ovisions („ ate Act w 

enforce collection and recovery of outstanding demand viz. attachment 

Of a r cl;fr e ;l a " d '"«««• P«P«"» appointment 

imprisonment properties and 


The Department 
intimated that 
various factors [Chart 
1.8) contributed to 
the uncollected 
demand. ^ One’lakh 
crore (44.6 per cent) 
remained uncollected 
as there were no 
assets for recovery or 


Chirt IkJJ: Detail!,; of ujicgjJtcted damme) 


the companies were under liquidpcfun/BlFR. 



fTROo! h payment of sre referrecl ^ Tax Recovery Otficers 
from thl L Up 3 “ rtifica,B verifying the amount of arrears due 
trorn the assessees and proceed to recover the amount Tire recovery 

mechanism is inefficient as certified demand remaining uncollected 

J -,‘ 7 C ^™ to j ! S ' 122 - 4 crore ^ 6 - & per centj 2009-10 from 
- 2.,209crore (86 per cent) in 200S-06, It registered a three ; foid 
growth in the last year itself as compared to ? 27,461 crore in 2003-09. ’ 


Board should frame up a time bound action plan for recovery of 
current and arrear demands by fixing targets for each assessing officer 
Recovery proceed,ngs can be made effective by increasing the 
accountaoility of the TROs and incentivizlng achievements. 


1.10 Status up prosecution 


Chart i.3: Status Ofprosututi&jj 

a</mtc".v.9r 


The Department had launched 

prosecution j n 12.060 cases of 

tax evasion upto 2009-10. Only 
599 cases (5 per cent of the total 
cases) were disposed off of 
which 276 cases resulted In SSSR 
acquittal (Chan 1.9). The Board pH 
needs to analyse the reasons for f&Ui 
slow pace of disposal. The high K?M 

“ f ac<,ui ' tal needs to be analysed to ensure greater 
effectiveness of prosecution as a deterrent. * 
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1 + 11 Cost OK coLLKcnQH uf taxes 

Chart 1.10; Cost af collection of tAKes 

Total tost of direct tax collection 
[Chart 1.10] showed a decreasing 
trend from 0.75 par cent m 2005-06 
■ to 0.55 per cent in 2007-00, In 
1 2003-00 and 2QQ9-10, there was 

rise in cost mainly due to increase 

in establishment cost 

► H2 RurUNtJ CAiJCS AND INTEREST PAJJJ ON REFUNDS 



Where the amount of tax paid exceeds the amount of tax payable, the 
assesses are entitled to a refund of the excess amount Simple interest 
at the prescribed rate is payable on the amount of such refund. Refund 
is also admissible [alongwich interest] as a result of any order passed 
in appeal or other proceedings. Pendency of direct refund claims 
resul ts in o u tflow of revenue from G ove rnme n t by way p f inte rest> 


i 4 ? l3kK dEreCt refund daims ' the De P^rtment had disposed 
off-2 B, 6 lakh [59,6 pet r cent) claims in 2009-10. The pendency rate has 
Increased to 40,4 per cent in 2009-10 from 22.5 percent in 2005-06. 


. S™?" 1 ™* has rerunded ? 57,101 crore which Includes Interest 

of j 12,951 crore [22.7 percent) from gross collection of Corporation 
Tax and Income Tax of ? 4,24.713 crore in 2009-10.' The interest paid 
on ■ refunds b 2003-09 wi ^5,773 crore [14.8 per cent of 

, ;|?f?^ rore ' 1116 “ wunt refunded) out of the gross collection- of 
T 4,53,529 crore. The interest on refunds also needs to be seen in the 
perspective of pendency of direct refund cases which increased from 

S.7 .lakh la 2005-06 to 19.4 lakh in 2009-10 registering an increase „f 
■ 240,percent, 

' 

1-12.1 iNCO RBECT ACCOUNTING OF INTEREST ON REFUNDS 

H 1 , 

We had earlier commented^ that the Government was following an 
incorrect procedure of accounting for interest paid on refunds, interest 
payment Is a charge on the Consolidated Fund of India and is. 
therefore, payable through a proper budgetary mechanism, 
Accordingly, Minor Head ‘interest on refunds" is to he operated under 
til e Major Head "2020-Collection of Taxes on Income and Expenditure". 
_However.no budget provision for'interest on refund 1 was made in the 
<Budget Estimates for 2009-10 and the expenditure on Interest On 
refunds ^mounting to * 12,950,3 crore was treated as reduction m 
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revenue. Accounting of interest on refund 1 as reduction in revenue is 
incorrect as this interest was never collected in the first instance. 
Interest on h dated refundF of excess tax should he budgeted as an 
expenditure item which, in fact, was done in the Budget Estimates 
20Qi“02 when T92 crore was provided in the demand of'Direct Taxes' 
under the Major Head H 2020 - Collection nf taxes on Income & 
Expenditure' towards interest on belated refund of excess: tax. 
However, subsequently at the Revised Estimates stage the earlier 
practice of showing the Interest on excess refund as deduct receipt was 
reverted to. The'incorrect practice is still being followed and needs to 
be rectified. In response the Department stated that this is a policy 
decision taken at the highest level. 

J..13 Appeal casts 


An aggrieved tax payer has the right to'dispute a tax demand with the 
Income Tax Department through the Commissioner of Income Tax 
[Appeals]. Second appeal against-the orders of C1T(A] Lies in the 
Income Tax Appellate Tribunal (ITAT] which functions under the 
Ministry of La^> On any question of law arising out of an order oflTAT, 
3 taxpayer may appeal progressively to the High Court and the 
Supreme Court. Analogous right to appeal is also available to the 
Department against the orders of C1T (A] and onwards, 

p 

i.13,1 Appeals pending befohe ciTfA] 


As per the instructions of the Ch^rt 1,11: Appeals disposed off and pending 

Board, each CITfAppeal] .is ? . 

required to dispose off a 'fl 
minimum of 60 appeals per 
month, and a total of 720 
appeals annually. Thus, 1.1 
lakh appeals could have been 
disposed off during the year 
on the basis of the working 
strength of 151 GET [Appeals], ClTfA] were required to dispose off 
2,60,700 cases during 2009-10. Out of this only 0,6'lakh appeals 
[30,6 per cen O'we re disposed off (Chart 1,11] and the average annual 
disposal per C1T[A] during 2009-10 was only 526 appeals. The amount 
locked up in appeal cases with CIT(A) was X 2.2 lakh crore En 2009-10 
which is equivalent to 66,9 per cent of the revised revenue deficit of 
Government of India. 



1.13.2 Further, the amount locked up in appeals at higher lfevels 
[ITAT/HIgh Court/Supreme Court] was f 9LOS7 crore in 60,246 cases 
as on 31 March 2010. 
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1.14 Internal Aumr 

Internal audit Is an important part of the Departmental control that 
provides the assurance that demands/refunds are processed 
accurately by correct application of the provisions of the Act. 

The Department introduced a new Internal Audit System w,e,f, 
June 2007 to have an effective and objective set"up of Internal Audit 
wherein the assessment functions and audit functions are assigned to 
separate specialized wings. Under each CITfAudtt) there shall be one 
Addl. ClT who would be responsible for Interna) 'audit of high value 
cases and supervision of the audit work of special audit party (SAP) 
headed by Dy/Asstt. CslT and the internal audit party flAP) headed by 
ITOs, The minimum number of cases to be audited by. each Addl. CIT, 
SAP and IAP in a-year shall be 50, 300 and 1,300 (600 corporate cases 
and 7Q0 non-corporate cases] respectively. 

interna] audit wmg had planned 2,53,300 cases for audit during 2Q09- 
10]based on the working strength of wing. Out of which, 1,76,840 were 
completed thereby achieving 69,8 per cent of the target 

Internal audit had raised 14,^77 observations in the audited 
assessments with money value of 71,224,8 crore during the year 
2009-10. Based cm the reply from assessment units, the internal audit 
had settled 6,+34 cases with money value of 7 657,6 crore. 

However, we detected numerous observations in the assessments 
previously audited by Internal Audit We noticed that Internal audit 
had audited 2,142 assessments in 2009-10, where we pointed out the 
mistakes but the same were not detected by them. 

i 

Out of 453 draft paragraphs Included in this report only 52 cases 
(1115 per cent:) were seen by internal audit and no mistakes were 
detected by them, which indicates need for improvement in quality of 
internal audit. 

Departmental response to internal audit also needs improvement Only 
12,6 per cent of the major findings raised by internal audit were acted 
upon .by the assessing officers in 2009-10. The total pendancy 
increased from 21,299 cases having tax effect of 7 3,404.2 crore in 
2008-09 to 29,442 cases having tax effect □/7 3,971,4 crore in 2009- 
lb. 
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Speech of 
Arun Jaitley 
Minister of Finance 

February 1, 2017 


Madam Speaker; 

On this auspicious day of Vasont Panchami, I rise to present the Budget 
for 2Q17-18, Spring is a season of optimism, i extend my warm greetings to 
everyone on this occasion, 

2. Madam Speaker, our Government was elected amidst huge 
expectations of the people. The underlying theme of countless expectations 
was good governance. The expectations included burning issues like 
inflation and price rise, corruption in day to day transactions and crony 
capitalism. There was also expectation for a major change in the way the 
country's natural resources were allocated, processed and deployed, 

3 in the last two and half years, it has been our mission to bring a 
Transformative Shift in the way our country is governed. We have moved 

* from a discretionary administration to a policy and system 
based administration; 

* from favouritism to transparency and objectivity in decision 
making; 

4 

* from blanket and loose entitlements to targeted delivery; and 

* from informal economy to forma I economy. 

inflation, which was in double digits, has been controlled; sluggish growth 
has been replaced by high growth; and a massive war against black money 
has been launched. We have worked tirelessly on all these fronts and feel 
encouraged by the unstinted support of the people to gur initiatives. The 
Government is now seen as a trusted custodian of public money, i take this 
opportunity to express our gratitude to the people of India for their strong 
support. 

4. We shall continue to undertake many more measures to ensure that 
the fruits of growth reach the farmers, the workers, the poor, the scheduled 
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castes and scheduled tribes, women and other vulnerable sections of our 
society. Our focus will be on energising our youth to reap the benefits of 
growth and employment. 

5, Madam Speaker, I am presenting this Budget when the world 
economy faces considerable uncertainty, in the aftermath of major 
economic and political developments during the fast one year. 
Nevertheless, the International Monetary Fund (IMF} estimates that world 
GDP will grow by 3.196 in 2016 and 3,4% in 2017, The advanced economies 
are expected to increase their growth from 1.6% to 1,9% and the emerging 
economies from 4.1% to 4,5%. As per current indications, macro-economic 
policy is expected to be more expansionary in certain .large economies. 
Growth in a number of emerging economies is expected to recover in 2017, 
after relatively poor performance in 2016, These are positive signs and 
point to an optimistic outlook for the next year, 

4 

6 l There are, however, three major challenges for emerging 
economies. First, the current monetary policy stance of the US Federal 
Reserve, to increase the policy rates more'than once in 2017, may lead to 
lower capital inflows and higher outflows from the emerging economies. 
Second, the uncertainty around commodity prices, especialfy that of crude 
oil, has Implications for the fiscal situation of emerging economies. It is 
however expected that increase, if any, in oil prices would get tempered by 
quick response from producers of shale gas and oil, This would have a 
sobering impact on prices of crude and petroleum. Third, in several parts of 
the world, there are signs of increasing retreat from globalisation of goods, 
services and people, as pressures for protectionism are building up. These 
developments have the potential to affect exports from a number of 
emerging markets, including India, 

7, Amidst all these developments, India stands out as a bright spot in 
the world economic landscape. India's macro-economic stability continues 
to be the foundation of economic sucqess. CPI inflation declined from 6% in 
July 2016 to 3,4% in December, 2016 and is expected zo remain within RBI's 
mandated range of 2% to 6%. Favourable price developments reflect 
prudent macro-economic management, resulting in nigher agricultural 
production, especially in pulses, India's Current Account Deficit declined 
from about 1% of GDP last year to 0.3% of GDP in the first half of 2016-17. 
Foreign Direct Investment (FDI) increased from ^ 1,07,000 crores in the first 
half of last year to ^ 1,45,000 crores in the first half of 2016-17. This marks 
an increase by 36%, despire 5% reduction in global FDI inflows. Foreign 
exchange reserves have reached 361 billion US Dollars as on 20 tS January, 
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2017, which represents a comfortable cover for about 12 months of 
imports. 

8. The Government has also continued on the steady path of fiscal 
consolidation, without compromising on the public investment 
requirements of th^e economy. Externally, the economy successfully 
weathered a number of shocks, the redemption of FCNR deposits, volatility 
from the US elections and the Fed rate hike. According to IMF forecast, 
India is expected to be one of the fastest growing major economies in* 2017, 

9. A number of global reports And assessments, over the last two 
years, have shown that India has considerably improved its policies, 
practices and economic profile. These are reflected in Doing Business 
Report of the World Bank; World Investment Report 2016 of UNCTAD; 
Global Competitiveness Report of 2015-16 and 2016-17 of the World 
Economic Forum; and several other Reports. India has become the sixth 
largest manufacturing country in the world, up from ninth previously. We 
are seen as an engine of global growth. 

10. In the last one year, our country has witnessed historic and 
impactful economic reforms and policy making. In fact, India was one of the 
very few economies undertaking transformational reforms. There were two 
tectonic policy initiatives, namely, passage of the Constitution Amendment 
Bill for GST and the progress for its implementation ; and demonetisation of 
high denomination bank notes. The advantages of GST for our economy in 
terms of spurring growth, competitiveness, indirect tax simplification and 
greater transparency have already been extensively discussed in both 
Houses of Parliament. I thank all Members of both the Houses for having 
passed the Constitution Amendment unanimously. I also thank the State 
Governments for resolving ail relevant issues in the GST Council. 

11. Demonetisation of high denomination bank notes was in 
continuation of a series of measures taken by our Government during the 
last two years, it is a bold and decisive measure. For several decades, tax 
evasion for many has become a way of life. This compromises the farger 
public interest and creates unjust enrichment in favour of the tax evader, to 
the detriment of the poor and deprived. This has bred a parallel economy 
which is unacceptable for an inclusive society. Demonetisation seeks to 
create a new 'normal' wherein the GDP would be bigger, cleaner and real. 
This exercise is part of our Government's resolve to eliminate corruption, 
black money, counterfeit currency and terror funding. Like all reforms, this 
measure is obviously disruptive, as It seeks to change the retrograde status 
quo. Drop in economic activity, if any, on account of the currency squeeze 
during the remonetisation period is expected to have -only a transient 
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impact on the economy. ] am reminded here of what the Father of the 
Nation, Mahatma Gandhi, had said, "A right cause never fails". 

12. Demonetisation has strong potential to generate long-term benefits 
in terms of reduce^ corruption, greater digitisation of the economy, 
increased flow of financial savings and greater formalisation of the 
economy, all of which would eventually lead to higher GDP growth and tax 
revenues. Demonetisation helps to transfer resources from the tax evaders 
to the Government, which can use these resources for the welfare of the 
poor and the deprived. There is early evidence of an Increased capacity of 
Banks to lend at reduced interest rates and a huge shift towards digitisation 
among all sections of society. We firmly believe that demonetisation and 
GST which were built on the third transformational achievement of our 
Government, namely, the JAM vision, will have an epoch making impact on 
our economy and the lives of our people* 

13, Madam Speaker, we are at an important turning point in the path of 
our growth and development. 
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14. The pace of remonetisation has picked up and will soon reach 
comfortable levels. The effects of demonetisation are not expected to spill 
over into the next year. Thus IMF, even while revising India's GDP forecast 
for 2Q16 downwards, has projected a GDP growth of 7*2% and 7.7% in 2017 
and 2018 respectively. The World Bank, however, is more optimistic and 
has projected a GDP growth of 7% in 2016-17, 7.6% in 2017-18 and 7.3% in 
2018-19. This pick up in our economy is premised upon our policy and 
determination to continue with economic reforms; increase in public 
investment in infrastructure and development projects; and export growth 
in the context of the expected rebound In world economy. The surplus 
liquidity in the banking system, created by demonetisation, will lower 
borrowing costs and increase the access to credit. This will boost economic 
activity, with multiplier effects. 

15* The announcements made by Honourable Prime Minister on 31 st 
December, 2016 address many of the key concerns of our economy at this 
juncture, such as, housing for the poor; relief to farmers; credit support to 


MSMEs; encouragement to digital transactions; assistance to pregnant 
women and senior citizens; and priority to dalits, tribals, backward classes 
and women under the Mudra Yojana... 

16, My overall approach, while preparing this Budget, has been to spend 
more in rural areas, infrastructure and poverty alleviation and yet maintain 
the best standards of fiscal prudence, I have also kept in mind the need to 
continue with economic reforms, promote higher Investments and 
accelerate growth, . 

17„ The last one year was a witness to other major reforms, namely, 
enactment of the Insolvency and Bankruptcy Code; amendment to the RBI 
Act for inflation targeting; enactment of the Aadhar bill for disbursement of 
financial subsidies and benefits; significant reforms in FDI policy; the job 
creating package for textile sector; and several other measures. We will 
continue the process of economic reforms for the benefit of the poor and 
the underprivileged. 

+ 

18, Madam Speaker, the Budget for 2017-18 contains three major 
reforms. First, the presentation of the Budget has been advanced to 1 st 
February to enable the Parliament to avoid a Vote on Account and pass a 
single Appropriation Bill for 2017-13, before the close of the current 
financial year, This would enable the Ministries and Departments to 
operationalise all schemes and projects, including the new schemes, right 
from the commencement of the next financial year. They would be able to 
fully utilise the available working season before the onset of the monsoon. 
Second, the merger of the Railways Budget with the General Budget is a 
historic step. We have discontinued the colonial practice prevalent since 
1924. This decision brings the Railways to the centre stage of Government's 
fiscal policy and would facilitate multi "modal transport planning between 
railways, highways and inland waterways The functional autonomy of 
Railways will, however, continue. Third, we have done away with the plan 
and non-plan classification of expenditure. This wilf give us a holistic view 
of allocations for sectors and ministries. This would facilitate optimal 
allocation of resources, 

19, Madam Speaker, we are aware that we need to-do more for our 
people. Continuing with the task of fulfilling the people's expectations, our 
agenda for the next year is : 'Transform, Energise and Clean India", that is, 
TEC India. This agenda of TEC India seeks to 

h 

* Transform the quality of governance and quality of life of our 
peopje; 


* Energise various sections of society, especially the youth and 

the vulnerable, and enable them to unleash their true 
potential; and ' 

* Clean the country from the eviis of corruption, black money 
and non-transparent political funding. 

■ r 

I propose to present my Budget proposals under ten distinct themes to 
foster this broad agenda. The themes are : 

fi) Farmers : for whom we have committed to double the income 
In 5 years; 

fii) Sural Population : providing employment and basic 
infrastructure; 

(iiij Youth : energising them through education, skills and jobs; 

{iv) Poor and the Underprivileged : strengthening the systems of 
sodai security, health care and affordable housing; 

(v) Infrastructure: for efficiency, productivity and quality of life; 

(vl) Financial Sector : growth and stability through stronger 
institutions; j 

(vii} Digital Economy : for speed, accountability and transparency; 

(viii) Public Service : effective governance and efficient service 
delivery through people s participation; 

fix) Prudent Fiscal Management : to ensure optimal deployment 
of resources and preserve fiscal stability; and 

(x) Tax Administration : honouring the honest. 

L FARMERS 

20, The Indian farmer has once again shown his commitment and 
resilience in the current year The total area sown under kharlf and rabi 
seasons are higher than the previous year. With a better monsoon, 
agriculture is expected to grow at 4.1% in the current year, 

21. In last year's Budget speech, I focused on 'Income security' of 
farmers to double their income in 5 years. I had also announced a number 
of measures. We have to take more steps and enable the farmers to 
increase their production and productivity; and to deal with post-harvest 
challenges. 


22 t For a good crop, adequate credit should be available to farmers in 
time. The target for agricultural credit in 2017-18 has been fixed at a record 
level of ? 10 lakh crores. We will rake special efforts to ensure adequate 
flow of credit to the under serviced areas, the Eastern States and Jammu & 
Kashmir. The farmWs will also benefit from 60 days' interest waiver 
announced by Honourable Prime Minister in respect of their loans from the 
cooperative credit structure. 

23, About AO% of the small and marginal farmers avail credit from the 
cooperative structure. The Primary Agriculture Credit Societies (PACS) act 
as the front end for loan disbursements. We will support NABARD for 
computerisation and integration of alE 63,000 functional PACS with the Core 
Banking System of District Central Cooperative Banks. This will be done in 3 
years at an estimated cost of ? 1,900 crores, with financial participation 
from State Governments. This will ensure seamless flow of credit to small 
and marginal farmers. 


24, At the time of sowing, farmers should feel secure against natural 
calamities. The Fasal Bimo Yojana launched by our Government is a major 
step in this direction. The coverage of this scheme wilt be increased from 
30% of cropped area in 2016-17 to 40% in 2017-18 and 50% in 2018-19. 
The Budget provision of ? 5,500 crores for this Yojana in BE 2016-17 was 
increased to 7 13,240 crores in RE 2016-17 to settle the arrear claims. For 
2017-18, I have provided a sum of ? 9,000 crores. The sum insured under 
this Yojana has more than doubled from ? 69,000 crores in Kharif 2015 to 
* 1,41,625 crores fn Kharif 2016. 

25, issuance of Soif Health Cards has gathered momentum. The real 
benefit to farmers would be available only when the soil samples are tested 
quickly and nutrient levef of the soil is known. Government will therefore 
set up new mini labs in Krishi Vigyan Kendras (KVKs) and ensure 100% 
coverage of all 64S KVKs in the country. In addition, 1000 mini labs will be 
set up by qualified local entrepreneurs. Government will provide credit 
linked subsidy to these entrepreneurs.- 

26, A Long Term irrigation Fund has already been set up in NABARD. 
Honourable Prime Minister has announced an addition of ? 20,000 crores to 
its corpus. This will take the total corpus of this Fund to f 40,000 crores. 

_Z7. A dedicated Micro Irrigation Fund will be set up in IMABARD to 
achieve the goal, 'per drop more crop'. The Fund will have an initial corpus 
of T5,000 crores. 
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2S, For the post-harvest phase, we will take steps to enable farmers to 
get better prices for their produce in the markets. The coverage of National 
Agricultural Market (e-NAM) will be expanded from the current 250 
markets to 585 APMCs, Assistance up to a ceiling of T 75 lakhs will be 
provided to every e-f^AM market for establishment of cleaning, grading and 
packaging faculties, this will lead to value addition of farmers' produce. 

29. Market reforms will be undertaken and the States would be urged to 
denotify perishables from APMC This will give opportunity to farmers to 
sell their produce and get better prices, 

30* We also propose to integrate farmers who grow fruits and 
vegetables with agro processing units for better price realisation and 
reduction of post-harvest losses. A model law on contract farming would 
therefore be prepared and circulated among the States for adoption. , 

f 

31* Dairy is an important source of additional income for the farmers. 
Availability of milk processing facility and other infrastructure will benefit 
the farmers through value addition, A large number of milk processing 
units set up under the Operation Flood Programme has since become old 
and obsolete. A Dairy Processing and Infrastructure Development Fund 
would be set up in NABARD with a corpus of £ 8,000 crores over 3 years. 
Initially, the Fund will start with a corpus of T 2,000 crores. 


II. RURAL POPULATION 


32* I now turn to the Rural Sector, which was so dear to the heart of 
Mahatma Gandhi. i 

33* Over ^ 3 lakh crores are spent in rural areas every year, If we add up 
all the programmes meant for rurai poor from the Central Budget, State 
Budgets, Bank linkage for self-help groups, etc. With a dear focus on 
improving accountability, outcomes and convergence, we will undertake a 
Mission Antyodaya to bring one crore households out of poverty and to 
make 50,Q00 gram panchayats poverty free by 2019, the 150 th birth 
anniversary of Gandhiji, We will utilise the existing resources more 
effectively along with annual increases. This mission will work with a 
focused micro plan for sustainable livelihood for every deprived household. 
A composite index for poverty free gram panchayats would be developed to 
monitor the progress from the baseline. 


34. Our Government has made a conscious effort to reorient MGNREGA 
to support our resolve to double farmers' income. While providing at least 
100 days employment to every rural household, MGNREGA should create 
productive assers to Improve farm productivity and incomes. The target of 
5 lakh farm ponds arid 10 lakh compost pits announced In the last Budget 
from MGNREGA funds wifi be fully achieved* In fact, against 5 lakh farm 
ponds, it is expected that about 10 lakh farm ponds would be completed by 
March 2017, During 2017-18, another 5 lakh farm ponds will be taken up* 
This singie measure will contribute greatly to drought proofing of gram 
panchayats. 

i 

35* Participation of women in MGNREGA has increased to 55% from 
less than 43% in the past. 

36* Honourable Members would be happy to note that the budget 
provision of^38,500 crores under MGNREGA in 2016-17 has been Increased 
to ?48,OQO crores in 2017-18. This is the highest ever allocation for 
MGNREGA, The initiative to geo-tag all MGNREGA assets and putting them 
in public domain has established greater transparency. We are also using 
space technology in a big way to plan MGNREGA works, 

37. The Pradhan Mantri Gram Sadak Yojana (PMG5Y) is now being 
implemented as never before. The pace of construction of PMGSY roads 
has accelerated to reach 133 km roads per day in 2016-17, as against an 
average of 73 km during the period 2011-2014. We have also taken up the 
task of connecting habitations with more than 100 persons in ieft wing 
extremism affected Blocks* We have committed to complete the current 
target under PMGSY by 2019* 1 have provided a sum of ? 19,000 crores in 
2017-18 for this scheme. Together with the contribution of States, an 
amount of 7 27,000 crores will be spent on PMGSY in 2017-18. 

■ r 

33. We propose to complete 1 crore houses by 2019 for the 
houseless and those living in kutcha houses* I have stepped up the 
alfocation for Pradhan Mantri Awaas Yojana - Gramin from ? 15,000 crores 
in BE 2016-17 to ^ 23,000 crores in 2017-18, 

39. We are well on our way to achieving 100% village electrification by 
1 st May 2018* An increased allocation of ^ 4,314 crores has been proposed 
under the Deendayal Upadhyaya Gram Jyoti Yojana in 2017-18. 

40, I have also proposed to increase the allocations for Deendayal 
Antyodaya Yojana- National Rural Livelihood Mission for promotion of skilE 
development and livelihood opportunities for people In rural areas' to 
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T4,500 in 2017-18. The allocation for Prime Minister's Employment 
Generation Programme (PMEGP) and credit support schemes has been 
Increased more than 3 times, 

41. Swachh Bharat Mission [Gramm) has made tremendous progress in 
promoting safe sanitation and ending open defecation. Sanitation coverage 
in rural India has gone up from 42% ip October 2014 to about 60%, Open 
Defecation Free villages are now being given priority for piped water supply. 

42. We propose to provide safe drinking water to over 28,000 arsenic 
and fluoride affected habitations in the next four years. This wilf be a sub 
mission of the National Rural Drinking Water Programme (NRDWP). 

43. For imparting new skills to the people in the rural areas, mason 
training will be provided to 5 lakh persons by 2022, with an immediate 
target of training at least 20.0Q0 persons by 2017-18. 

44. Panchayatr ra| institutions still lack human resources for 

implementing development programmes, A programme of "human 
resource reforms for results" will be launched during 2017-18 for this 
purpose. I 

45. The Government will continue to work closely with the farmers and 
the people in the rural areas to improve their life and environment. This is a 
non-negotiable agenda for our Government The total allocation for the 
rural, agriculture and allied sectors in 2017-18 Is ? 1,87,223 crores, which is 
24% higher than the previous year. 

ML YOUTH 

46. Let me now focus on my proposals for the youth, 

47. Quality education will energise our youth. In the words of Swaml 
Vivekananda, 'The education which does not help the common mass of 

people to equip themselves for the struggle for life.is it worth the 

name?" 


48, We have proposed to Introduce a system of measuring annual 
[earning outcomes in our schools. Emphasis will be given on science 
education and flexibility in curriculum to promote creativity through local 
innovative content. 
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AS, An Innovation Fund for Secondary Education will be created to 
encourage local innovation for ensuring universal access, gender parity and 
quality improvement. This will include fCT enabled learning transformation* 
The focus wNI be on ^479 educationally backward blocks. 

50. In higher education, we will undertake reforms in the UGC. Good 
quality institutions would be enabled to have greater administrative and 
academic autonomy* Colleges will be identified based on accreditation and 
ranking, and given autonomous status. A revised framework will be put in 
place for outcome based accreditation and credit based programmes. 


51. We propose to leverage information technology and launch 

SWAYAM platform with at least 350 online courses. This would enable 
students io virtually attend the courses taught by the best faculty; access 
high quality reading resources; participate in discussion forums; take tests 
and earn academic grades. Access to SWAYAM would be widened by 
linkage with DTH channels, dedicated to education. 

52* We propose to establish a National Testing Agency as an 

autonomous and self-sustained premier testing organisation to conduct ali 
entrance examinations for higher education institutions. This would free 
CBSE, AICTE and 'other premier institutions from these administrative 
responsibilities so that they can focus more on academics. 

53* We have a huge demographic advantage. Skill India mission was 
launched In Juty 2015 to maximise the potential of our youth* 

5 4. Pradhan Mantrt Ka ushai Kendras (P M KK] h a ve a I re ady been 
promoted in more than 60 districts. We now propose to extend these 
Kendras to more than 600 districts across the country* 100 India 
International Skills Centres will be established across the country. These 
Centres would offer advanced training and also courses in foreign 
languages* This will help those of our youth who seek job opportunities 
outside the country. 

55* In 2017-13, we also propose "to taunch the Skill Acquisition and 
Knowledge Awareness for Livelihood Promotion programme (5ANKALP) at a 
cost of T 4,000 crores* SANKALP wifi provide market relevant training to 3,5 
crore youth. 
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56. The next phase of Skill Strengthening for industrial Value 
Enhancement (STRIVE) will also be launched in 2017-13 at a cost of K 2,200 
crores. STRIVE will fpcus on Improving the quality and market relevance of 
vocational training provided in !T!s and strengthen the apprenticeship 
programmes through industry cluster approach. 

57, A special scheme for creating employment in the textile sector has 
already been launched. A similar scheme will be implemented for the 
leather and footwear industries. 

SB, Tourism is a big employment generator and has a multiplier impact 
on the economy. Five Special Tourism Zones, anchored on SPVs, will be set 
up in partnership with the States, Incredible India 2.0 Campaign will be 
launched across the world. 

IV. THE POOR AND THE UNDERPRIVILEGED 

59. Madam Speaker, I now turn to my proposals for the poor and the 
underprivileged. 

60. Sabka Sooth Sobka Vikas begins with the girl child and women. 
Mahito Shaktl Kendra will be set up at village level with an allocation of 
? 500 crores in 14 lakh ICDS Anganwadi Centres. This will provide one stop 
convergent support services for empowering rural women with 
opportunities for skill development, employment, digital literacy, health 
and nutrition, A nationwide scheme for financial assistance to pregnant 
women has already been announced by Honourable Prime Minister on 31 st 
December, 2016. Under this scheme, £ 6,000 each will be transferred 
directly to the bank accounts of pregnant women who undergo institutional 
delivery and vaccinate their children, 

61* For the welfare of Women and Children under various schemes 
across all Ministries, f have stepped up the allocation from 7 1,56,528 crores 
in BE 2016-17 to ? 1,84,632 crores in 2017-13. 

62* We propose to facilitate higher investment in affordable housing. 
Affordable housing will now be given infrastructure status, which will 
enable these projects to avail the associated benefits. 
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63 t The National Housing Bank will refinance individual housing loans of 
about ? 20,000 crore in 2017-18. Thanks to the surplus liquidity created by 
demonetisation, the Banks have already started reducing their lending 
rates, including tho^e for housing. In addition, interest subvention for 
housing loans has also been announced by the Honourable Prime Minister. 

64. Poverty is usually associated with poor health, It is the poor who 
suffer the maximum from various chronic diseases. Government has 
therefore prepared an action plan to eliminate Kala-Azar and Fiiariasis by 
2017, Leprosy by 2018 and Measles by 2020. Elimination of tuberculosis by 
2025 is also targeted. Similarly, action plan has been prepared to reduce 
iMR from 39 in 2014 to 28 by 2019 and MMR from 167 id 2011-13 to 100 
by 2018-2020, 1.5 lakh Health Sub Centres will be transformed into Health 
and Wellness Centres, 

65. We need to ensure adequate availability of specialist doctors to 
strengthen Secondary and Tertiary levels of health care. We have therefore 
decided to take s^eps to create additional. 5,000 Post Graduate seats per 
annum. In addition, steps will be taken to roll out DNB courses in big 
District Hospitals; strengthen PG teaching In select ESI and Municipal 
Corporation Hospitals; and encourage reputed Private Hospitals to start 
ONB courses. We will work with the State Governments to take these tasks 
forward. The Government is committed to take necessary steps for 
structural transformation of the Regulatory framework of Medical 
Education and Practice in India. 

66. Two new All India Institutes of Medical Sciences will be set up in the 
States of Jharkhand and Gujarat. 

67. We propose to amend the Drugs and Cosmetics Rules to ensure 
availability of drugs at reasonable prices and promote use of generic 
medicines. New rules for regulating medical devices will also be formulated. 
These rules will be internationally harmonised and attract investment into 
this sector. This will reduce the cost o^ such devices. 

68. We are keen on fostering a conducive labour environment wherein 
labour rights are protected and harmonious labour relations lead to higher 
productivity. Legislative reforms will be undertaken to simplify, rationalise 
and amalgamate the existing labour laws Into 4 Codes on (i) wages; (ii) 
industrial relations; [1*1) social security and welfare; and (iv) safety and 
working conditions. The Model Shops and Establishment Bill 2016 has been 
circulated to all States for consideration and adoption. This would open up 
additional avenues for employment of women. The amendment made to 
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the Payment of Wages Act- is another initiative of our Government for the 
benefit of the labour and ease of doing business. 

69. Our Government Is giving special importance to implementation of 

the schemes for welfare of Scheduled Castes, Scheduled Tribes and 

Minorities- The allocation for the welfare of Scheduled Castes has been 

stepped up from ^38,833 crores in BE 2016-17 to * 52,393 crdres In 

2017-13, representing an increase ,of about 35%. The allocation for 

* 

Scheduled Tribes has been increased to ^31,920 crores and for Minority 
Affairs to ?4,195 crores. The Government will introduce outcome based 
monitoring of expenditure in these sectors by the NIT1 Aayog, 

70. For senior citizens, Aadhar based Smart Cards containing their 
health details will be'introduced, A beginning will be made through a pilot 
in 15 districts during 2017-18, The LIC will implement a scheme for senior 
citizens to provide assured pension, with a guaranteed return of 8% per 
annum for 10 years, 

V, INFRASTRUCTURE 

71. The fifth component of TEC India agenda is Infrastructure, 

72. Railways, roads and rivers are the lifeline of our country, I feel 
privileged to present the first combined Budget of independent India that 
includes the Railways also. We are now in a position to synergise the 
investments in railways, roads, waterways and civil aviation. For 2017-13, 
the total capital and development expenditure of Railways has been pegged 
at ? 1,31,000 crores. This includes ? 55,000 crores provided by the 
Government. 

73. Among other things, the Railways will focus on four major areas, 
namely: 

(i) Passenger safety; 

(it) Capital and development works; 

[fit} Cleanliness; and 

[iv] Finance and accounting reforms. 

74. For passenger safety- a Rasfttriya Rail Sanrakshv Ko$h will be created 
with a corpus of T 1 lakh crores over a period of 5 years. Besides seed 
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capital from tJie Government, the Railways wifi arrange the balance 
resources from their own revenues and other sources. Government will lay 
down dear cut guidelines and timeline for implementing various safety 
works to be fundedjfrom this Kosb. Unmanned level crossings on Broad 
Gauge lines will be eliminated by 2020. Expert international assistance will 
be harnessed to improve safety preparedness and maintenance practices. 

75. fn the next 3 years, the throughput is proposed to be enhanced by 
10%. This will be done through .modernisation and upgradation of 
identified corridors. Railway lines of 3,500 kms will be commissioned in 
2017-18, as against 2,800 kms in 2016-17, Steps will be taken to launch 
dedicated trains for tourism and pilgrimage. 

76. Railways have set up joint ventures with 9 State Governments. 70 
projects have been identified for construction and development. 

77. A beginning has been made with regard to station redevelopment. 

At least 25 stations are expected to be awarded during 2017-18 for station 
redevelopment. 500 stations will be made differently abied friendly by 
providing lifts and escalators, 

78. It is proposed to feed about 7,000 stations with sofar power in the 
medium term. A beginning has already been made in 300 stations. Works 
will be'taken up for 2,000 railway stations as part of 1000 MW solar 
mission. 

► 

79. Our focus is on swachh rail. SPvlS based Clean My Coach Service has 
been started. It is now proposed to introduce 'Coach Mitra' facility, a single 
window interface, to register all coach related complaints and 
requirements. By 2019, ail coaches of Indian Railways will be fitted with bio 
toilets. Pilot plants for environment friendly disposal of solid waste and 
conversion of biodegradable waste to energy are being set up at New Delhi 
and Jaipur railway stations. Five more such solid waste management plants 
are new being taken up, 

80. Today Indian Railways face stiff competition from Other modes of 

transportation which are dominated by the private sector. Transformative 
measures have to be undertaken to make Indian Railways competitive to 
retain their position of pre-eminence. The following steps will therefore be 
taken: } 


(i) Railways will implement end to end integrated transport 
sofutlons for select commodities through partnership with 


logistics players, who would provide both front and back end 
connectivity. Rolling stocks and practices will be customised to 

h 

transport perishable good£ especially agricultural products. 

(HJ Railways will offer competitive ticket booking facility to the 
public at large. Service charge on e-tlckets booked through iRCTC 
has been withdrawn. Cashless reservations have gone up from 
58% to 68%. 

(iii) As part of accounting reforms, accrual based financial 
statements will be rolled out by March 2019. 

81. It will be our continuous endeavour to improve the Operating Ratio 
of the Railways. The tariffs of Railways would be fixed, taking into 
consideration costs, quality of service, social obligations and competition 
from other forms of transport. 

82. Metro rail Is emerging . as an important mode of urban 
transportation, A new Metro Rail Policy will be announced with focus on 
innovative models of implementation and financing, as weil as 
standardisation and Indigenlsation of hardware and software. This will 
open up new job opportunities for ouryouth. 

S3, A new Metro Rail Act will be enacted by rationalising the existing 
laws. This will facilitate greater private participation and investment in 
construction and operation, 

84, In the road sector, I have stepped up the Budget allocation for 
highways from T 57,976 crores in BE 2016-17 to t 64,900 crores in 2017-18, 
2,000 kms of coastal connectivity roads have been identified for 
construction and development. This will facilitate better connectivity with 
ports and remote villages. The total length of roads, including those under 
PMG5Y, built from 2014-15 till the current year is about 1,40,000 kms which 
is significantly higher than previous three years. 

85, An effective mult! modal logistics and transport sector will make our 
economy more competitive. A specific programme for development of 
multi-modal logistics parks, together with mufti modal transport facilities, 
will be drawn up and implemented. 

86* Select airports In Tier 2 cities will be taken up for operation and 
maintenance in the PPP mode. Airport Authority of India Act wilt be 


amended to enable effective monetisation of land assets. The resources, so 
raised, will be utilised for airport upgradation. 

87, For transportation sector as a whole, including rail, roads, shipping, I 
have provided 7 2;4lUs7 crores in 2G17-1&. This magnitude of investment 
will spur a huge amount of economic activity across the country and create 
more job opportunities, 

88- Telecom sector is an important component of our infrastructure eco 
system- The recent spectrum auctions have removed spectrum scarcity in 
the country. This will give a major fillip to mobile broadband and Digital 
India for the benefit of people iiving In rural and remote areas. 

89, Under the BharatMet Project, OFC has been laid in 1,55,000 kms. i 
have stepped up the allocation for BharatNet Project to ? 10,000 crores in 
2017-18, By the end of 2017-13, high speed broadband connectivity on 
optical fibre will be available in more than 1,50,000 gram panchayats, with 
wifi hot Spots and access to digital services at low tariffs. A DigiGaon 
initiative will be launched to provide tele-medicine, education and skills 
through digital technology. ; 
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90- For strengthening our Energy sector, Government has decided to set 
up Strategic Crude Oil Reserves, In the first phase, 3 such Reserves facilities 
have been set up. Now in the second phase, it is proposed to set up caverns 
at 2 more locations, namely, Chandikhole in Odisha and Bikaner in 
Rajasthan, This will take our strategic reserve capacity to 15.33 MMT, 

91, In solar energy, we now propose to rake up the second phase of 
Solar Park development for additional 20,000 MW capacity, 

92, We are also creating an eco-system to make India a global hub for 
electronics manufacturing. Over 250 investment proposals for electronics 
manufacturing have been received in the last 2 years, totalling an 
investment of ? 1-26 lakh crores. A flumber of global leaders and mobile 
manufacturers have set up production facilities in India- I have therefore 
exponentially increased the allocation for incentive schemes like M-SIPS and 
EDF to T 745 crores in 2017-18, This is an all-time high. 

H 

93, We have to focus on our export infrastructure in a competitive 
world. A new and restructured Central scheme, namely, Trade 
Infrastructure for Export Scheme (TIES) will be launched in 2017-18. 


94, The total allocation for infrastructure development ]ri 2017-18 
stands at ^3,96,135 crores. 


VL FINANCIAL SECTOR 

( 

95. I now turn to'the Financial Sector. The focus of TEC India agenda in 
this sector is on building stable and stronger Institutions. We will continue 
with our reform agenda with several new measures. 

96. Our Government has already undertaken substantive reforms in FDI 
policy in the last two years. More than 90% of the total FDJ inflows are now 
through the automatic route. The Foreign investment Promotion Board 
(FIPB) has successfully implemented e-flling and online processing of FDI 
applications. We have now reached a stage where FIPB can be phased out. 
We have therefore decided to abolish the FIPB in 2017-18. A roadmap for 
the same will be announced in the next few months, in the meantime, 
further liberalisation of FDI policy is under consideration and necessary 
announcements will be made in due course. 

97* The Commodities markets require further reforms for the benefits of 
farmers. An expert committee will be constituted to study and promote 
creation of an operational and legal framework to integrate spot market 
and derivatives market for commodities trading. e-NAM would be an 
integral part of such framework. 

98, The draft bill to curtail the menace of illicit deposit schemes has 
been placed in the public domain and will be introduced shortly after its 
finalisation. There Is an urgent need to protect the poor and gullible 
investors from another set of dubious schemes, operated by unscrupulous 
entities who exploit the regulatory gaps in the Multi State Cooperative 
Societies Act, 2002. We will amend this Act in consultation with various 
stakeholders, as part of our 'Clean India' agenda. 
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99, The bill relating to resolution of financial firms wiJl be introduced in 
the current Budget Session of Parliament. This will contribute to stability 
and resilience of our financial system, it will also protect the consumers of 
various financial institutions. Together with the Insolvency and Bankruptcy 
Code, a resolution mechanism for financial firms will ensure 
comprehensiveness of the resolution system in our country. 

100, I had stated in my last Budget speech that a Bill will be introduced to 
streamline institutional arrangements for resolution of disputes in 
infrastructure related construction contracts. PPP and public utility 


contracts. After extensive stakeholders' consultations, we have decided 
that the required mechanism would be instituted as part of the Arbitration 
and Conciliation Act 1996. An amendment Bill wilf be Introduced in this 
regard, 

i 
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101, Cyber security Is critical for safeguarding the integrity and stability of 
our financial sector, A Computer Emergency Response Team for our 
Financial Sector (CERT-Fin) will be established. This entity will work in close 
coordination with all financial sector regulators and other stakeholders. 

102, I have also proposed several other measures in the financial sector 
which are listed in Annex I. 

103, Listing of Public Sector enterprises will foster greater public 
accountability and unlock the true value of these companies. The 
Government will put in place a revised mechanism and procedure to ensure 
time bound fisting of identified CPSEs on stock exchanges. The 
disinvestment policy announced by me in the last budget will continue. 

104, The shares of Railway PSEs like IRCTC, IRFC and IRCON will be listed 
in stock exchanges. 

105* We see opportunities to strengthen our CPSEs 1 through 
consolidation, mergers and acquisitions. By these methods, the CPSEs can 
be integrated across the value chain of an industry, ft will give them 
capacity to bear higher risks, avail economies of scale, take "higher 
investment decisions and create more value for the stakeholders. 
Possibilities of such restructuring areivisible in the oil and gas sector. We 
propose to create an integrated public sector 'oil major' which will be able 
to match the performance of international and domestic private sector oil 
and gas companies, 

106, Our ETF, comprising shares often CPSEs, has received overwhelming 
response in the recent Further Fund Offering (FF0). We will continue to use 
ETF as a vehicle for further disinvestment of shares. Accordingly, a new ETF 
with diversified CPSE stocks and other Government holdings wifi be 
iaunched in 2017-18, 

107. The focus on resolution of stressed legacy accounts of Banks 
continues. The legal framework has been strengthened to facilitate 
resolution, through the enactment of^the Insolvency and Bankruptcy Code 
and the amendments to the SARFAESI and Debt Recovery Tribunal Acts. In 
fine with the 'Indradhanush' roadmap, I have provided ^ 10,000 crores for 
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recapitalisation of Banks in 2017-18. Additional allocation will be provided, 
as may be required. 

108. Listing and trading of Security Receipts issued by a securitization 
company or a reconstruction company under the SARFAESI Act will be 
permitted in SEBI registered stock exchanges. This will enhance capital flows 
into the securitization industry and will particularly be helpful to deal with 
bank NPAs. 

109, The Prodhan Mantri Mudra Yojona has contributed significantly to 
funding the unfunded and the underfunded. Last year, the target of ? L22 
lakh crores was exceeded. For 2017-1S, I propose to double the lending 
target of 2015-16 and set it at ? 2,44 Jakh crores. Priority will be given to 
Dalits, Tribals, Backward Classes, Minorities and Women. 

11D + The Stand Up India scheme was launched by our Government in 
April 2016 to support Dalit, Tribal and Women entrepreneurs to set up 
greenfield enterprises and become job creators. Over 16,000 new 
enterprises have come up through this scheme in activities, as diverse as 
food processing, garments, diagnostic centres, etc, 

VII. DIGITAL ECONOMY 

9 

111. Promotion of a digital economy is an integral part of Government's 
strategy to dean the system and weed out corruption and black money. It 
has a transformative impact in terras of greater formalisation of the 
economy and mainstreaming of financial savings into the banking system. 

This, In turn, Is expected to energise private investment in the country 
through lower cost; of credit. India is now on the cusp of a massive digital 
revolution. 

112. A shift to digital payments has huge benefits for the common man. 

The earlier Initiative of our Government to promote financial inclusion and 
the JAM trinity were Important precursors to our current push for digital 
transactions. 

113. Already there is evidence of Increased digital transactions. The 
BHIM app has been launched. It will unleash the power of mobile phones 
for digital payments and financial inclusion. 125 lakh people have adopted ■ 
the BHIM app so far. The Government will launch two new schemes to 
promote the usage of BHIM; these are. Referral Bonus Scheme for 
individuals and a Cashback Scheme for merchants. 




114. 4adhar Pay, a merchant version of Aadhar Enabled Payment System, 
will be launched shortly. This will be specifically beneficial for those who do 
not have debit cards, mobile wallets and mobile phones, A Mission will be 
set up with a target Of 2,500 crore digital transactions for 2017-18 through 
UPI, USSD, Aadhar Pay, IMPS and debit cards* Banks have targeted to 
introduce additional 10 lakh new Po^ terminals by March 2017. They will 
be encouraged to introduce 20 lakh Aadhar based PoS by September 2017, 

115* Increased digital transactions will enable small and micro enterprises 
to access formal credit. Government wifi encourage SIDBI to refinance 
credit institutions which provide unsecured loans, at reasonable interest 
rates, to borrowers based on their transaction history. 

116. The digital payment infrastructure and grievance handling 
mechanisms shall be strengthened. The focus would be on rural and semi 
urban areas through Post Offices, Fair Price Shops and Banking 
Correspondents. Steps would be taken to promote and possibly mandate 
petrol pumps, fertilizer depots, municipalities, Block offices, road transport 
offices, universities, colleges, hospitals and other institutions to have 
facilities for digital payments, including BHIM App, A proposal ro mandate 
all Government receipts through digital means, beyond a prescribed limit, is 
under consideration. 

117. Government will strengthen the Financial Inclusion Fund to augment 
resources for taking up these Initiatives. 

118. Government will consider and work with various stakeholders for 
early Implementation of the interim recommendations of the Committee of 
Chief Ministers on digital transactions. 

i 

119* The Committee on Digital Payments constituted by Department of 
Economic Affairs has recommended structural reforms in the payment eco 
system, including amendments to the Payment and Settlement Systems Act, 
2007. Government will undertake a comprehensive review of this Act and 
bring about appropriate amendments. To begin with, it Is proposed to 
create a Payments Regulatory Board in the Reserve Bank of India by 
replacing the existing Board for Regulation and Supervision of Payment and 
Settlement Systems. Necessary amendments are proposed to this effect in 
the Finance Bill 2017. 

120. As we move faster on the path of digital transactions and cheque 
payments, we need to ensure that the payees of dishonoured cheques are 
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able to realise the payments. Government is therefore considering the 
option of amending the Negotiable instruments Act suitably. 


vm, PUBLIC SERVICE 

l 

121. | now turn to Public Service, Our focus here fs on effective 
government and efficient service delivery, 

122. We have made a strong beginning with regard to Direct Benefit 
Transfer (DBTJ to LPG and kerosene consumers. Chandigarh and eight 
districts of Haryana have become kerosene free, 84 Government schemes 
have also boarded on the DBT platform. 

j 

123. The Government e-market place which is now functional for 
procurement of goods and services, has been selected as one of the 
winners of the South Asia Procurement Innovation Awards of the World 
Bank. 

124. Our citizens in far flung regions of the country find It difficult to 
obtain passports and redress passport related grievances. We have decided 
to utilise the Head Post Offices as front offices for rendering passport 
services, 
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125. Our defence forces keep the country safe from both external and 
internal threats. A Centralised Defence Travel System has now been 
developed through which travel tickets can be booked online by our 
soldiers and officers. They do not have to face the hassle of standing in 
queues with railway warrants. 

126. A comprehensive web based interactive Pension Disbursement 
System for Defence Pensioners will be established. This system will receive 
pension proposals and make payments centrally. This will reduce the 
grievances of defence pensioners, 

127. At present our citizens, especially those belonging to the poor and 
unprivileged sections, go through cumbersome procedures of Government 
recruitment. There are multiplicity 0f agencies and examinations. We 
propose to introduce a system of single registration and two tier system of 
examination. 




128, Over the years, the number of tribunals have multiplied with 
overlapping functions. We propose to rationalise the number of tribunals 
and merge tribunals wherever appropriate. 

129, In the recent ’past, there have been instances of big time offenders, 
including economic offenders, fleeing the country to escape the reach of 
law. We have to ensure that the law is allowed to take its own course. 
Government is therefore considering introduction of legislative changes, or 
even a new Jaw, to confiscate the assets of such persons Jocated within the 
country, till they submit to the jurisdiction of the appropriate legal forum. 
Needless to say that all necessary constitutional safeguards will be followed 
in such cases. 
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130, Our Government wilt continue,to remain committed to improve the 
standards of public service and transparent governance. Service to the 
people was the life-long commitment of the Father of the Nation, Mahatma 
Gandhi. As we approach, the 150 th Birth Anniversary of the Mahatma, we 
will take all steps to celebrate it in a befitting manner. A High Level 
Committee under the Chairmanship of Honourable Prime Minister is 
proposed to be set up for the same. We will also commemorate the 
centenary year of Champaran Satyagrah this year. Government of india wifi 
support Government of Gujarat to commemorate 100 years of Sabarmati 
Ashram in 2017, in a befitting manner. 200 years ago in 1817, a valiant 
uprising of soldiers led by Buxi Jagabandhu took piece in Khordha of 
Odisha. We will commemorate the same appropriately. 

IX, PRUDENT FISCAL MANAGEMENT 

131, I now turn to the fiscal situation in the context of the Budget for 
2017-18. 

132, The total expenditure in Budget for 2017-18 has been placed at 
^21,47 lakh crores. With the abolition of Plan-Non Plan classification of 
expenditure, the focus is now on Revenue and Capital expenditure. I have 
stepped up the allocation for Capital expenditure by 25.4% over the 
previous year. This will have multiplier effects and lead to higher growth. 
The total resources being transferred to the States and the Union Territories 
with Legislatures is ? 4.11 lakh crores, against * 3.60 lakh crores in BE 2016- 
17. Details of allocations for important sectors and schemes and transfer of 
resources to States are given in Annex II of my Speech, 

.133, I have made a provision of ? 3,000 crores under the Department of 
Economic Affairs to implement various Budget announcements and other 


new schemes in 2017-18. For Defence expenditure excluding pensions, I 
have provided 3 sum of ? 2,74,114 crores including * 86,488 crores for 
Defence capital, I nave increased the allocation for Scientific Ministries to 
* 37,435 crore in 2017-18. 

i 
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134. For the first time, a consolidated Outcome Budget, covering all 
Ministries and Departments, is being laid along with the other Budget 
documents. This will Improve accountability of Government expenditure. 

135. The FRBM Review Committee has given its report recently. The 
Committee has done an elaborate exercise and has recommended that a 
sustainable debt path must be the principal macro-economic anchor of our 
fiscal policy. The Committee has favoured Debt to GDP of 60% for the 
General Government by 2023, consisting of 40% for Central Government 
and 20% for State Governments. Within this framework, the Committee 
has derived and recommended 3% fiscal deficit for the next three years. 
The Committee ha's also provided for 'Escape Clauses', for deviations upto 
0.5% of GDP, from the Stipulated fiscal deficit target. Among the triggers 
for taking recourse to these Escape Clauses, the Committee has included 
"far-reaching structural reforms in the economy with unanticipated fiscal 
implications" as one of the factors. Although there is a strong case now to 
invoke this Escape Clause, I am refraining from doing so. The Report of the 
Committee will be carefully examined and appropriate decisions taken in 
due course. 

136. Nevertheless, I take note of the fiscal deficit roadmap of 3% 
recommended by the Committee for the next three years. I have taken into 
consideration the need for higher public expenditure in the context of 
sluggish private sector investment and slow global growth, I have kept in 
mind the recommendation of the Committee that a sustainable debt should 
be the underlying basis of prudent fiscal management. Considering all 
these aspects, I have pegged the fiscal deficit for 2017-18 at 3.2% of GDP 
and remain committed to achieve 3% in the following year. With this 
gradual approach, I have ensured adherence to fiscal consolidation, without 
compromising the requirements of public investment. 

137. 1 have taken due care to limit the net market borrowing of 
Government to ? 3.48 lakh crores after buyback, much lovver than ? 4,25 
lakh crores of the previous year. More importantly, the Revenue Deficit of 
2.3% in BE 2016-17 stands reduced to 2.1% in the Revised Estimates. The 
Revenue Deficit for next year is pegged at 1.9% , against 2% mandated by 
the FRBM Act. 


138« ]t will be our endeavour to improve upon these fiscal numbers, 
especially the fiscal deficit, in the next year, through greater focus on 
quality of expenditure and higher tax realisation from the huge cash 
deposits in Banks, triggered by demonetisation. 
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PART B 



Madam Speaker, 

# 

139. I shall now present my tax proposals: 

140. India's tax to GDP ratio is very low, and the proportion of direct tax 
to indirect tax is not optimal from the view point of social justice, I place 
before you certain data to indicate that our direct tax collection is not 
commensurate with the income and consumption pattern of Indian 
economy. As against estimated 4.2 crore persons engaged in organised 
sector employment, the number of individuals filing return for salary 
income are only 1.74 crore. As against 5.6 crore informal sector individual 
enterprises and firms doing small business in India, the number of returns 
filed by this category are only 1.81 crore. Out of the 13,94 lakh companies 
registered in India upto 31 st March, 2014, 5.97 lakh companies have fifed 
their returns for Assessment Year 2016-17. Of the 5,97 lakh companies 
which have filed their returns for Assessment Year 2016-37 so far, as many 
as 2.76 lakh companies have shown losses or zero income, 2,85 lakh 
companies have shown profit before tax of less than ? 1 crore. 28,667 
companies have shown profit between ? 1 crore to ? 10 crore, and only 
7781 companies have profit before rax of more than ? 10 crores. 

141. Among the 3.7 crore individuals who filed the tax returns in 
2015-16, 99 lakh show income below the exemption limit of? 2,5 lakh p.a., 
1.95 crore show income between ? 3.5 to ? 5 lakh, 52 lakh show income 
between ? 5 to ? 10 lakhs and only 24 lakh people show income above ? 10 
lakhs. Of the 76 lakh individual assesses who declare income above ? 5 
lakh, 56 lakh are in the salaried class. The number of people showing 
income more than ? 50 lakh in the entire country 15 only 1.72 lakh. We can 
contrast this with the fact that rn the last five years, more than 1,25 crore 
cars have been sold, and number of Indian citizens who flew abroad, either 
for business or tourism, is 2 crore in the year 2015. From all these figures 
we can conclude that we are largely a tax non-compliant society. The 
predominance of cash in the economy makes it possible for the people to 
evade their taxes. When too many people evade taxes, the burden of their 
share falls on those who are honest and compliant. 

142. After the demonetisation, the preliminary analysis of data received 
In respect of deposits maoe by people in old currency presents a revealing 
picture. During the period 8 th November to 30 th December 2016, deposits 
between ? 2 lakh and ? 80 lakh were made in about 1,09 crore accounts 
with an average deposit size of? 5.03 lakh. Deposits of more than 80 lakh 
were made in 1.48 lakh accounts with average deposit size of? 3.31 crores. 


This data mining will help us immensely in expanding the tax net as well as 
increasing the revenues, which <was one of the objectives of 
demonetisation. 

143* Madam Speaker, one of the main priorities of our Government is to 
eliminate the black! money component from the economy. We are 
committed to make our taxation rates more reasonable, our tax 
administration more' fair and expand the tax base in the country, This 
approach will change the colour of money, 
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144. The net tax revenue of 2013-14 was ? 11,38 lakh crores. This grew 
by 9.4% in 2014-15 and 17% fn 2015-16. As per the RE of 2016-17, we will 
end the year with a high growth rate of 17% for the second year in a row. 
Because of the serious efforts made by the Government, the rate of growth 
of advance tax in personal income tax in the first three quarters of the 
current financial rs 34,8%. 

145. Madam Speaker, the thrust of my tax proposals in this Budget is 
stimulating growth, relief to middle dass, affordable housing, curbing black 
money, promoting digital economy, transparency of political funding and 
simplification of tax administration. 

Measures for Promoting Affordable Housing and Real Estate Sector ; 

146. In my budget proposals last year, I had announced a scheme for 
profit-lrnked income tax exemption for promoters of affordable housing 
scheme which has received a very good response. However, in order to 
make this scheme more attractive, I propose certain changes in the scheme. 
First of all, instead of built up area of 30 and 60 sq.mtr., the carpet area of 
30 and 60 sq.mtr, will be counted. Also the 30 sq.mtr. limit will apply only 
in case of municipal limits of 4 metropolitan cities while for the rest of the 
country including in the peripheral areas of metros, limit of 60 sq.mtr. will 
apply. In order to be eligible, the scheme was to be completed in 3 years 
after commencement, I propose to extend this period to 5 years, 

147. At present, the houses which are unoccupied after getting 
completion certificates are subjected to tax on notional rental income. For 
builders for whom constructed buildings are stock-in-trade, f propose to 
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appfy this rule only after one year of the end of the year in which 
completion certificate is received so that they get some breathing time for 
liquidating their inventory. 

• s 

148. We also propbse to make a number of changes in the capital gain 
Taxation provisions in respect of land and building. The holding period for 
considering gain from immovable property to be long term is 3 years now. 

This is proposed to be reduced to 2 years. Also, the base year for 
indexation is proposed to be shifted from 1A1981 to 1.4.2001 for ali 
classes of assets including immovable property. This move will significantly 
reduce the capital gain tax liability while encouraging the mobility of assets. 

We also plan to extend the basket of financial instruments in which the 
capital gains can be Invested without payment of tax. 

149. For Joint Development Agreement signed for development of 
property, the liability to pay capital gain tax wifi arise in the year the project 
is completed. 

150. The new capital for State of Andhra Pradesh is being constructed by 
Innovative land-pooling mechanism without use of the Land Acquisition Act. 

I propose to exempt from capital gain tax, persons holding land on 2.6.2014, 
the date on which the State of Andhra Pradesh was reorganised, and whose 
land is being pooled for creation of capital city under the Government 
scheme. 

Measures for Stimulating Growth 

151. A concessional with-holding rate of 5% is being charged on interest 
earned by foreign entities in external commerciaf borrowings or in bonds 
and Government securities. This concession is available till 30.6.2017. ! 
propose to extend it to 30.6.2020. This benefit is also extended to Rupee 
Denominated {Masala) Bonds. 

152. The Government gave income tax exemptions to start-ups with 
certain conditions last year. For the purpose of carry forward of losses in 
respect of such start-ups, the condition of continuous holding of 51% of 
voting rights has been reiaxed subject to the condition that the holding of 
the original promoter/promoters continues. Also the profit finked 
deduction available to the start-ups for 3 years out of 5 years is being 
changed to 3 years out of 7 years. 

153. Minimum Alternate Tax is at present levied as an advance tax. There 
is a strong demand for abolition of MAT. Although the plan for phasing out 
of exemptions will kick in from 1.4.2017, the full benefit of revenue out of 
phase-out will be available to Government only after 7 to 10 years when all 


/ 


i 


* 


i m 

those who are already availing exemptions at present complete their period 
of avallment Therefore, it is not practical to remove or reduce MAT at 
present. However, in order to allow companies to use MAT credit in future 
years, I propose to allow carry forward of MAT upto a period of 15 years 
instead of 10 years a): present. 

I 

. I54 ' ,n Budget proposals in 2015, 1 had announced that I would be 
bringing the corporate income tax rate down to 25% gradually. In 2016 
Budget, I had announced a reduction by 1% in case of those companies 
whose turnover is less than ? 5 crore. in the same Budget, I had also 
announced that new manufacturing companies who do not avaii of any 
exemption would be charged only 25% income tax, 

155. Medium and Small Enterprises occupy bulk of economic activities 
and are also instrumental in providing maximum employment to people. 
However, since they do not get many exemptions, they end up paying 
more taxes as compared to large companies. As per d*ta of financial year 
2015-16, 2,85 lakh companies making profit of less than ? 1 crore pay 
effective tax rate of 30,26% while 298 companies making profit above ? 500 
crores pay effective tax rate of 25.90%. 

156. In order to make MSME companies more viable and atso to 
encourage firms to migrate to company format, I propose to reduce the 
income tax for smaller companies with annual turnover upto ? 50 crore to 
25%, As per data of Assessment Tear 2015-16, there are 6,94 lakh 
companies filing returns of which 6.67 lakh companies fall in this category 
and, therefore, percentage-wise 96% of companies will get this benefit of 
lower taxation. This will make our MSME sector more competitive as 
compared to large companies. The revenue forgone estimate for this 
measure is expected to be? 7,200 crore per annum. 

157. In order to give a boost to banking sector, t propose to increase 
allowable provision for Non-Performirfg Asset from 7.5% to 8,5%. This will 
reduce the tax liability of banks. I also propose to tax interest receivable on 
actual receipt instead of accrual basis in respect of NPA accounts of all non- 
scheduled cooperative banks also at par With scheduled banks. This will 
remove hardship of having to pay tax even when interest income 1$ not 
realised. 

158. Considering the wide range of use of LNG as fuel as well as feed 
stock for petro-chemicals sector, I propose to reduce the basic customs 
duty on LNG from 5% to 2,5%, 
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159. In order to incentive domestic value addition and to promote Make 
in India, I propose to make changes in Customs & Central Excise duties in 
respect of certain items which are given in the Annex III of this speech. 
Some of these proposals are also for addressing duty Inversion. 

i fc 

Promoting Digital Economy 

1G0. There is a scheme of presumptive income tax for small and medium 
tax payers whose turnover is upto 7 2 crores. At present, 8% of their 
turnover is counted as presumptive income. 1 propose to make this 6% in 
respect of turnover which is received by non-cash means. This benefit will 
be applicable fortransactions undertaken in the current year also. 

h 

1 G1. I propose to limit the cash expenditure allowable as deduction, both 
for revenue as well as capital expenditure, to 710,000. Similarly, the limit 
of cash donation which can be received by a charitable trust is being 
reduced from ? 10,000/- to 72000/-. 

162* The Special Investigation Team {SIT) set up by the Government for 
black money has suggested that no transaction above 7 3 3akh should be 
permitted in cash. The Government has decided to accept this proposal. 
Suitable amendment to the Income-tax Act is proposed in the Finance Bril 
for enforcing this decision. 

163, To promote cashless transactions, I propose to exempt BCD, 
Excfse/CV duty and SAD on miniaturised POS card reader for m-POS; micro 
ATM standards version 1.5.1, Finger Print Readers/Scahners and Iris 
Scanners. Simultaneously, I also propose to exempt parts and components 
for manufacture of such devices, so as to encourage domestic 
manufacturing of these devices. 

Transparency In Electoral Funding 

164. India is the world's largest democracy. Political parties are an 
essential ingredient of a multi-party Parliamentary democracy. Even 70 
years after Independence, the country has not been able to evolve a 
transparent method of funding political parties which is vital to the system 
of free and fair elections. An attempt was made in the past by amending 
the provisions of the Representation of Peoples Act, the Companies Act and 
the Income Tax Act to incentivlse donations by individuals, partnership 
firms, HUFs and companies to political parties. Both the donor and the 
donee were granted exemption from payment of tax if the accounts were 
transparently maintained and returns were fifed with the competent 
authorities. Additionally, a list of donors who contributed more than 
720,000/- to any party in cash or cheque is required to be maintained. The 


situation has only marginally improved since these provisions were brought 
into force. Political parties continue to receive most of their funds through 
anonymous donations which are shown in cash. 

165. An effort, therefore, requires to be made to deanse the system of 
political funding in 'India. Donors have also expressed reluctance In 
donating by cheque or other transparent methods as it would disclose their 
identity and entail adverse consequences, f, therefore, propose the 
following scheme as an effort to cleanse the system of funding of political 
parties: 

a) in accordance with the suggestion made hy the Election Commission, 
the maximum amount of cash donation that a political party can 
receive will be ?2000/~ from one person, 

b) Political parties will be entitled to receive donations by cheque or 
digital mode from their donors, 

c) As an additional step, an amendment is being proposed to the 
Reserve Bank of India Act to enable the issuance of electoral bonds fn 
accordance with a scheme that the Government of Ind'a would frame 
in this regard. Under this scheme, a donor could purchase bonds 
from authorised banks against cheque and digital payments only. 
They shall be redeemable only in the designated account of a 
registered political party. These bonds will be redeemable within the 
prescribed time limit from issuance of bond, 

d} Every political party would have to file its return within the time 
prescribed In accordance with the provision of the Income-tax Act. 

Needless to say that the existing exemption to the political parties from 
payment of income-tax would be available only subject to the fulfilment of 
these conditions. This reform will bring about greater transparency and 
accountability in political funding, while preventing future generation of 
Black money. 

Ease of Doing Business 

1BG. As an anti-avoidance measure, the provision of domestic transfer 
pricing in respect of related entities was brought in the Finance Act of 2012, 
Since then the number of entities being covered under domestic pricing has 
gone up substantially necessitating a longer scrutiny, which causes hardship 
to domestic companies. In order to reduce the compliance burden due to 
domestic transfer pricing provisions, I propose to restrict the scope of 
domestic transfer pricing only if one of the entities Involved in related party 
transaction enjoys specified profit-linked deduction. 
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167. ! propose to Increase the threshold limit for audit of business 
entities who opt for presumptive income scheme from crore to iT2 
crores. Similarly, the threshold for maintenance of books for individuals 
and HUF is being increased from turnover of ?10 lakhs to ?25 lakhs or 

income from ?1,2 lakhs to ?2,5 lakhs. 

■: . 

168. In 2012, Income-tax Act was’amended to provide for taxation of 
those transactions of transfer of shares or interest in a foreign entity 
deriving its value substantially from Indian assets. Apprehensions have 
been raised about some difficulties which arise because of this provision In 
case of transfer of stake of investors of India-based funds located abroad 
but Investing in India-based companies. 

169. In order to remove this difficulty, I propose to exempt Foreign 
Portfolio Investor (FP3J Category 1 & II from indirect transfer provision. I also 
propose to issue a clarification that indirect transfer provision shall not 
apply in case of redemption of shares or interests outside India as a result 
of or arising out of redemption or sale of investment in India which is 
chargeable to tax in India, 

170* As on today, a TDS of 5% is being deducted from commission 
payable to individual insurance agents even if the income of some of them 
may be below taxable limit. I propose to exempt them from the 
requirement of TDS subject to their filing a setf-declaration that their 
income is below taxable limit. 

171. Last year, f had announced a new'scneme for presumptive taxation 
for professionals with receipt upto ^50 lakhs p.a. In respect of such 
assesses, they are being given further benefit in terms of paying advance 
tax in one instalment instead of four, 

17Z. In order to allow the people to claim the refund expeditiously, the 
'time period for revising a tax return is being reduced to 12 months from 
completion of financial year, at par with the time period for filing of return. 
Also the time for completion of scrutiny assessments is being compressed 
further from 21 months to 18 months for Assessment Year 2013-19 and 
further to 12 months for Assessment Year 2019-20 and thereafter. 

Personal Income-Tax 

173. While the Government is trying to bring within tax-net more people 
who are evading taxes, the present burden of taxation is mainly on honest 
tax payers and salaried employees who are showing their income correctly. 
Therefore, post-demonetisation, there is a legitimate expectation of. this 
class of people to reduce their burden of taxation. Also an argument is 
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made that if a nominal rate of taxation is kept for lower slab, many more 
people will prefer to come within the tax net. 

174, I, therefore, propose to reduce the existing rate of taxation for 
individual assesses between income of ^2.5 lakhs to ^5 lakhs to 5% from the 
present rate of 10%. This would reduce the tax liability of all persons below 
^5 fakh Income either to zero (with rebate) or 50% of their existing liability. 

In order not to have duplication of benefit, the existing benefit of rebate 
available to the same group of beneficiaries is being reduced to ?2500 
available only to assessees upto income of ^3.5 lakhs. The combined effect 
of both these measures will mean that there would be zero tax liability for 
people getting income upto ^3 lakhs p.a. and the tax liability wifi only be 
?2,500 for people with income between ^3 and ?3.5 lakhs. If the limit of 
^1.5 lakh under Section 8QC for investment Is used fully the tax wouid be 
zero fpr people with income of ?4,5 lakhs. While the taxation liability of 
people with income upto ^5 lakhs is being reduced to half, all the other 
categories of tax payers in the subsequent slabs will dlso get a uniform 
benefit of ?12,500/- per person. The total amount of tax foregone on 
account of this measure is ^15,500 crores. 

175, In order to make good some of this revenue loss on account of this 
relief, I propose to levy a surcharge of 10% of tax payable on categories of 
individuals whose annual taxable income is between ^50 lakhs and ?1 crore. 

The existing surcharge of 15% of Tax on people earning more than fl crore 
will continue. This is likely to give additional revenue of ?2,7GQ crores. 

176, In order to expand tax net, E also plan to have a simple one-page 
form to be fifed as Income Tax Return for the category of individuals having 
taxable income upto TS iakhs other than business income. Also a person of 
this category who files income tax return for the first time would not be 
subjected to any scrutiny in the first year unless there is specific information 
available with the Department regarding his high value transaction. 1 
appeal to ail citizens of India to contribute to Nation Building by making a 
small payment of 5% tax if their income is falling in the lowest slab of ?2.5 
lakhs to?5 lakhs. 

177, Some other important proposajs for amendment in Tax Laws which 
are not covered by me in my speech arp given in Annex HI of this speech. 

Goods and Services Tax 

178, There has been substantial progress towards ushering in GST, by far, 
the biggest tax reform since independence. Since the enactment of the 
Constitution (One Hundred and First Amendment) Act, 2016, the 
preparatory work for this path-breaking reform has been a top priority for 


the Government. In this context several teams of officers both from the 
States and Central Board of Excise and Customs have been working 
tirelessly to give finishing touch to the Model GST law and rules and other 
details. Government on its part has promptly given effect to various 
provisions of the Constitutional Amendment Act, including constitution of 
the GST Council. Since then, the GST Council held 9 meetings to discuss 
various issues relating to GST, including broad contours of the GST rate 
structure, threshold exemption and parameters for composition scheme, 
details for compensation to States due to implementation of GST, 
examination of draft model GST law, draft IGST law and the Compensation 
Law and administrative mechanism for GST. It is my privilege to inform this 
august house that the GST Council has finalised its recommendations on 
almost all the issues based on consensus and after spirited debate and 
discussions. The preparation of IT system for GST 1$ also on schedule. The 
extensive reach-out efforts to trade and industry for GST will start from 1 st 
Aprit, 2017 to make them aware of the new taxation system. 

179. Centre, through the Centraf Board of Excise & Customs, shall 
continue to strive to achieve the goal of implementation of GST as per 
schedule without compromising the ‘'spirit of co-operative federalism. 
Implementation of GST is likely to bring more taxes both to Central and 
State Governments because of widening of tax net I have preferred not to 
make many changes in current regime of Excise & Service Tax because the 
same are to be replaced by GST soon, 

RAPID 

180. In the Annual Conclave of Tax officers called ‘Rajaswa Gyan Sangam' 
held in June 2016, the Prime Minister had expressed his desire to bring 
reforms in tax administration in the form of an approach of RAPID which 
stands for Revenue, Accountability, Probity, Information and Digitisation. 
This approach precisely reflects the strategy of Tax Department which is 
now formulated. While revenue considerations always remain the focus of 
Revenue Department, we are trying to bring in maximum use of 
Information Technology to remove human contact with assesses as well as 
to plug tax avoidance. We will try to maximise our efforts for e-assessment 
in the coming year. We are aiso using a lot of data mining capability, both 
in-house and outsourced. We plan to enforce greater accountability of 
officers of Tax Department for specific act of commission and omission. I 
would like to assure everyone that honest, tax-compliant person would be 
treated with dignity and courtesy, 

181. Madam Speaker, my direct tax proposals for exemptions, etc, would 
result in revenue loss of ^22,700 crore but after counting for revenue gain 
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of ^2,700 crore for additional resource mobilisation proposal, the net 
revenue loss in direct tax would come to ^20,000 crore. There is no 
significant loss or gain in my indirect tax proposals, 

CONCLUSION | 

182, Madam Speaker, I have outlined the Budget proposals under our 
overarching agenda: "Transform, Energise and Clean India", Our emphasis 
wiif now be on implementing all these proposals for the benefit of the 
farmers, the poor and the underprivileged sections of our society. 

F 

183, Madam Speaker, it is said: "When my aim is right, when my goal is 
in sight, the winds favour me and f fly". There is no other day, which is 
more appropriate for this, than today,' 

h 

184, With these words. Madam Speaker, I commend the Budget to the 
House, 
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Other measures in the Financial Sector 

1 . The commodities and securities derivative markets will be further 
integrated by integrating the participants, brokers, and operational 
frameworks, 

j 
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2 . The process of registration of financial market intermediaries like 
mutual funds, brokers, portfolio managers, etc, will be made fully 
onfine by SEBI, This wilf improve ease of doing business. 

3. A common application form for registration, opening of bank and 
demat accounts, and issue of PAM will be introduced for Foreign 
Portfolio Investors (FPIs), SEBI, RBI and CBDT will jointly put in place 
the necessary systems and procedures. This will greatly enhance 
operational flexibility and ease of access to Indian capital markets. 

4. Steps will be taken for linking of Individual demat accounts with 
Aadhar, 

5. Presently institutions such as banks and insurance companies are 
categorised as Qualified Institutional Buyers (OJBs} by SEBI, They are 
eligible for participation in IPOs with specifically earmarked 
allocations. It is now proposed to allow systemically important 
NBFCs regulated by RBI and above a certain net worth, to be 
categorised as QIBs, This wilf strengthen the IPO market and 
channelize more investments. 

e. Listing and trading of Security Receipts issued >by a securitisation 
company or a reconstruction company under the SARFAESI Act wilf 
be permitted in SEBI registered stock exchanges. This will enhance 
capital flows in to the securitisation industry and will particularly be 
helpful to deal with bank NPAs. 
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ALLOCATIONS OF IMPORTANT MINISTRIES, SECTORS and VULNERABLE SECTIONS 



(tn Crores of Rupees) 

SI. 

No. 

i 

Name of the Ministry 

BE 

2016-2017 

RE 

2016-2017 

BE 

2017-2018 

■ 

Ministry of Agriculture and Farmers' 
Welfare 

4 4485 

48072 

51026 

2 

Ministry of Development of North 
Eastern Region 

H 

2524 

2682 

3 

Ministry of Drinking Water and 
Sanitation 

14010 

16512 

20011 

D 

Ministry of Health and Family 

Welfare 

38206 

39688 

48853 

c 

Ministry of Housing and Urban 

Poverty Alleviation 

5411 

' 

5285 

6406 

6 

Ministry of Human Resource 
Development 

72394 

73599 

79686 

D 

Ministry of Micro, Small and Medium 
Enterprises 

3465 

' 

5453 

6432 

8 

Ministry of Minority Affairs 

3827 

3827 

4195 

9 

L, —_ 

Ministry of New and Renewable 

Energy 

5035 

4360 

5473 

10 

Ministry of Railways 

45000 

46155 

55000 

11 

Ministry of Road Transport and 
Highways r 

57976 

52447 

64900 | 

12 

Ministry of Rural Development 

67765 

97760 

107758 

13 

Ministry of Skill Development and 
Entrepreneurship 

1804 

2173 

3016 

14 

Ministry of Social Justice and 
Empowerment 

7350 

7353 

7763 

15 

Ministry of Tribal Affairs 

4827 

4827 

5329 

16 

Ministry of Urban Development 

24523 

32550 

34212 

17 

Ministry of Water Resources, River 
Development and Ganga 

Rejuvenation 

6201 

4756 

6887 

IS 

Ministry of Women and Child 
Development 

17408 

17640 

22095 

ALLOCATION FOR WELFARE OF SC, ST, OTHER VULNERABLE GROUPS, WOMEN, 

CHILDREN AND NORTH EASTERN REGION 


2 

4 

■4 

Description of the Allocation 

BE 

2016-2017 

RE 

2016-2017 

BE 1 

2017-2018 1 

D 

Allocation for the welfare of 

Scheduled Tribes across all ministries 

24005 

25602 

31920 

Q 

Allocation for the welfare of 

Scheduled Castes across ail ministries 

38S33 

40920 

52393 
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□ 

Allocation for the Welfare of Othed 
Vulnerable Groups 

1S73 

1892 

1976 

IV 

Allocation for North Eastern Region 
across all ministries 

29125 

3 2 ISO 

43245 

V 

Allocation Lmde^ various schemes for 
the welfare of women across all 
ministries 

90770 

96332 

113327 

VI 

Allocation under various schemes for 
the welfare of Children across all 
ministries 

65758 

66249 

71305 

Sector Totals 



{In Crores of Rupees) 

SI 

No. 

Sectors 

BE 

2016-2017 

RE 

2016-2017 

BE 

2017-2018 

n 

Agriculture and Allied sectors 

48572 

52S21 

58663 

2 

Rural Development 

102543 

114947 

128560 

3 

Infrastructure 

348952 

35S634 

396135 

3a 

of which Transport 

21626S 

216903 

241387 

B 

Social sectors 

1681QO 

176225 

195473 

4a 

Education and Health 

112138 

114806 

130215 

4ta 

Social sectors with welfare 

orientation 

55962 

t ' .. 

61419 

65258 

5 

Employment Generation, Skill and 
Livelihood 

12141 

14870 

17273 

6 

Scientific Ministries 

33467 

34359 

37435 


r Source : Expenditure Profile and Expenditure Budget 2017-18 


* 


















































Annex h-B to Part A 


ALLOCATION FOR IMPORTANT SCHEMES 



(fn Crores of Rupees) 

! Sl 
No. 

Name of scheme 

BE 

2016-2017 

RE 

2016-2017 

BE 

2017-2018 

■ 

Mahatma Gandhi National Rural 
Employment Guarantee Programme 

3S5QO 

47499 

48000 

2 

Pradhan Mantri Awas Yojna 

20075 

20936 

29043 

3 

National Rural Drinking Water 

Mission 

5000 

6000 

6050 

u 

National Social Assistance Progamme 

9500 

9500' 

9500 

5 

Pradhan Mantri Gram Sadak Yojna 

19000 

19000 

19000 

6 

National Education Mission including 
Sarva Shiksha Abhfyan 

28330 

28251 

29556 

■ 

National Programme of Mid-Day ; 
Meal in Schools l 

9700 

9700 

10000 

8 

Integrated Child Development 

Services 

16260 

15580 

20755 

9 

National Health Mission 

20762 

22598 

27131 

10 

Swachh Bharat Mission 

HFIETiM 

12800 

16248 j 

11 

National Livelihood Mission - 
Ajeevika 

3325 

3334 

4849 

12 

Urban Rejuvenation Mission : AMRUT 
& Smart Cities Mission 

7296 

9559 

9000 

13 

Green Revolution 

12560 

10360 

13741 


White Revolution 

1138 

1312 

1634 

15 

Blue Revolution 

247 

392 

401 

16 

Pradhan Mantri Krishf Sinchai Yojana 
(PMKSY) aggregated across three j 
ministries ’♦ 

S767 

5189 

7377 

17 

Mission for Empowerment and 
Protection for Women 

907 

821 

1089 

18 

Environment, Forestry and Wildlife 

850 

819 

962 

19 

Employment Generation 

Programmes other than MGNREGS, 
including PM Kaushal Vikas Yojana, 
ATUFS, PM Mudra Yojana,, PMEGP 
and ASPIRE 

8133 

10682 

i 

11640 

20 

Pradhan Mantri Fasal Bima Yojana 

5500 

13240 

9000 
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Annex ll-B to Part A 


ALLOCATION FOR IMPORTANT SCHEMES 


i 

(in Crores of Rupees} 

SI 

No. 

Name of scheme 

BE 

2016-2017 

RE 

2016-2017 

BE 

2017-2018 

21 

Optical Fibre Cable based network for 
Defence Services 

2710 

3210 

3000 

22 

Price Stabilisation Fund for pulses 

900 

3400 

3500 

23 

Bharatnet 

° 

6000 

10000 

24 

Metro Projects 

10 QOO 

15700 

18000 

25 

Recapitalization of Public 5ector 

Barks according to the Indradhanush 
scheme 

25000 

25000 

10000 

26 

Integrated Power Development 
Scheme and Deer Dayal Upadhyaya 
Gram Jyotl Yojna 

8500 

7874 

10635 

27 

Nsmarm Gangs- National Ganga Plan 

2150 

1441 

2250 

28 

Sagarmala 

450 

406 

600 

29 

LPG connection to poor households 

2000 

2500 

2500 
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Annex ll-C to Part A 


Resources Transferred to State and UTs with Legislature 


i 

i 

(in Crores of Rupees) 

5L 

No. 


Actuals 

2015-16 

BE 

2016-17 

RE 

2016-17 

BE 

2017-18 

D 

Devolution of states' share in taxes 

506193 

570337 

608000 

674565 

2 

Finance Commission Transfers 

84579 

100646 

99115 

103101 


Other Central Transfers to States 

238572 

254371 

277649 

303412 

D 

Total Central Transfers to States : 
(Gross) (1+2+3) 

329344 

925354 

984764 

1081078 

5 

Total Central Transfers to UTs with 
Legislature (Gross) 

5139 

5320 

5547 

3996 

6 

Total Transfers (Gross) (4+5) 

334403 

930674 

99D311 

1085074 







1 

Recovery of Loans and Advances 
(a+b) 

11513 

9473 

9163 

9516 


States 

11454 

9028 

8730 

9083 

n 

UTs 

59 

445 

433 

433 







3 

Total Central Transfers to States 
(Net) (4-7a) 

817890 

916326 

976034 

1071995 

9 

Total Central Transfers to UTs wit hi 
Legislature (Net) (S-7b) 

5080 

4875 

5114 

3563 

10 

Total Transfers from Centre (Net) 
(S+9) 

322970 

921Z01 

981148 

1075558 


In addition 





11 

Special State Government 

Securities Issued from National 

Smalt Savings Fund (NSSF)* 

■ 53750 

26375 

13000 

15000 

* Orly Madhya Pradesh, Kerala, Arunathal Pradesh and Delhi have chosen to receive 
loans from NSSP starting from 2016*17. 


Source: Budget at a Glance 2017-18. 


V 
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Annex III to Part B of Budget Speech 


Direct Taxes: 

r 

* 

!■ Additional Revenue Mobifisation tARMl and Anti-abuse Measures 

1.1 It is proposed to extend the provisions of section 115BBDA of the Income- 
tax Act which provides for levy of tax at the rate of ten per cent, on 
dividend income exceeding ? 10 iakh, to all resident persons except 
domestic companies or trust or institution or fund registered under section 
12AA or referred to in section 10{23C). Presently these provisions are 
applicable only to the individuals, Hindu undivided family (HU F) and firms. 

1.2 It is proposed to widen the scope of section 56 of the Income-tax Act to 
provide that any money, immovable property or specified movable 
property received without consideration or with inadequate consideration, 
by any person, subject to certain exemption and exceptions, shall be 
taxable if its value exceeds rupees fifty thousand, 

1.3 It is proposed to provide that in case of transfer of unquoted equity shares, 
where the fair market value, determined in the prescribed manner is less 
than the consideration received, such fair market value shall be the 
deemed value of consideration for the purpose of computation of capital 
gains. 

1.4 It is proposed to restrict the exemption from long term capital gains in 
case of transfer of listed shares by providing that the exemption, subject to 
notification of certain exceptions,^shall be available if security transaction 
tax has been paid at the time of acquisition of such shares where they 
have been acquired after l' A October, 2004. 

• « 

1.5 It is proposed to introduce a new provision in the Income-tax Act to 
provide for tax deduction at source at the rate of five per cent, by an 
individual or HUF, other than those whose books of account are required 
to be audited, while making payment of rent of an amount exceeding ? 
50,000 per month. It is also proposed to provide that such tax shall he 
deducted and deposited only once in a financial year through a chalfan- 
cum-statement. Further, the deductor shall not be required to obtain TAN 
or file any separate TDS return for this purpose. 

1.6 In order to align the transfer pricing provisions with the OECD transfer 
pricing guidelines and international best practices, it is proposed to insert a 
new section to provide that the assesse shall make secondary adjustment ‘ 
where the primary adjustment to the transfer price has been made In 
certain cases. The provision shall apply if the primary adjustment exceeds 
one crore rupees and the excess money attributable to the adjustment is 
not brought to India within the prescribed time. 
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1*7 In order to address the Issue of thin capitalisation, it is proposed to provide 
that the interest paid by an Indian company or permanent, establishment 
of a foreign company, in excess of thirty percent of earnings before 
interest, taxes, depreciation and amortisation (EBITDA), or interest paid to 
its associated \ enterprise, whichever is less, shall not be allowed as 
deduction In computing its taxablp profit. It is also proposed to allow carry 
forward and set off of the interest so disallowed for eight assessment 
years. 

1.8 In order to address the existing anomaly of interest deduction in respect of 
let out property vis-awis self-occupied property, it is proposed to restrict 
set off of loss from house property against income under any other head 
during the current year up to Rs two lakhs. The loss not so set off would be 
allowed to be carried forward for set off against house property income 
for eight assessment years, 

1.9 It Is proposed that donation by an entity registered under section 12A or 
approved under section 10(23C), to other entity, registered under section 
12A, with the direction that such donation shall form part of the corpus, 
shall not be treated as application of Income for charitable purposes, 

2. Rationallsatlop Measures f 

{ 

2.1 It is proposed to provide that in case of foreign company, sale of leftover 
stock of crude oil in case of strategic petroleum reserve after the expiry of 
agreement or the arrangement, subject to fulfilment of certain conditions, 
shall not be liable to tax in India. 

2.2 it Is proposed to provide a concessional tax rate of ten per cent, in case of 
income arising‘from sale of carbon credit. 

2.3 it is proposed to exempt government, foreign missions and state P5Us 
engaged in business of transportation of passengers from Tax Collection at 
Source (TCS) provisions relating to purchase of vehicles. 

2.4 it is proposed to provide that the fair market value of the asset which has 
been taken into account for the purpose of computation of accreted 
income on which tax has been paid in accordance with provisions of 
Chapter XII-EB of the Income-tax Act, shall be taken as the cost of 
acquisition of that asset. 

2.5 It is proposed to modify the conditions of special taxation regime for off 
shore funds under section 9A of the Income-tax Act so as to provide that 
the maintenance of minimum fund size would not be necessary in the year 
in which the fund is being wound up, 

2.6 In line with exemption available to the Prime Minister's Relief Fund and 
certain other funds, it Is proposed to provide that the income of the Chief 
Minister's Relief Fund or the Lieutenant GovernorVRelief Fund shall be 
exempt from tax. 
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2J It is proposed to do away with trie provisions enabling the Assessing 
Officer not to process the return and thus withhold the refund in cases 
where the return is selected for scrutiny till the completion of assessment, 
it Is however proposed that in cases where grant of refund is likely to 
adversely affeit the Interest of revenue, it can be withheld with the 
approval of the higher authority after recording the reasons In writing. 

2.3 It is proposed to provide that certain entitles, like. Investor Protection 
Funds, Core Settlement Guarantee Fund, Tea/Coffee/Rubber Boards, 
MPEDA, or APDEA; enjoying exemption from levy of income-tax under 
section 10 of the Income-tax Act shall be required to furnish return of their 
income. 

2.9 In order to ensure timely filing of returns of income, it is proposed to levy a 
fee in case of delay in filing the return. 

2.10 It is proposed to provide that if an accountant or a merchant banker or a 
registered valuer, furnishes incorrect information in a report or certificate, 
he shall be liable to a penalty of ten thousand rupees for each such default. 

2.11 it is proposed to provide that where the amount of foreign tax credit (FTC) 
allowed against the tax paid under sections 115JB or U5JC of the Income- 
tax Act exceeds the amount of FTC admissible against the tax payable by 
the assesse on his income in accordance with the other provisions of the 
Act, such excess credit shall be ignored while computing the amount 
of credit under section 115JAA or section ll&JD, 

2.12 In a case where the foreign tax credit has not been granted to the assesse 
on the ground that payment of such tax is in dispute, it Is proposed to 
provide, subject to certain conditions, additional time to the Assessing 
Officer for allowing the said tax credit after such dispute is settled. 

2.IB ft Is proposed to provide that no person shall receive payment or 
aggregate of payments of an amount of three lakh rupees or more from a 
person in a day, or in respect of a single transaction, or In respect of 
transactions relating to one event or occasion, otherwise than by an 
account payee cheque or account payee bank draft or use of electronic 
clearing system through a bank account. Such restriction shali not apply to 
Government, banks or such other persons or class of persons or receipts 
notified by the Central Government, It Is also proposed to provide for a 
penalty fn case of contravention of this provision. 

2.14 It Is proposed to clarify that provisions relating to tax deduction at source 

shall not apply to exempt compensation received under the Right to Fair 
Compensation and Transparency in Land Acquisition, Rehabilitation and 
Resettlement Act, 2013. I 

2.15 It is proposed to lower the rate if deduction of tax In case of payments 
made to a person engaged only In the business of operation of call centre. 

2.16 It is proposed to provide tax neutrality in case of conversion of preference 
shares of a company into equity shares of that company. 

2.17 It Is proposed to provide that the cost of acquisition of share of an Indian 
company in the hands of demerged foreign company in a tax neutral 
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demerger, shall be taken as the cost of acquisition In the hands of resulting 
foreign company, 

2,13 It fs proposed to provide for grant of Interest in case of refund of excess 
payment of TD5, 

2.19 It Is proposed tip merge the Authority for Advance Ruling (AAR) for Income- 
Tax with AAR 'for Customs, Central Excise and Service Tax; and create 
common AAR, It is also proposed to amend the qualifications for 
appointment of Chairman and Members. 

2.20 It is proposed to make the orders passed by the authority under section 
10{23C) of the Income-tax Act, appealable before the Tribunal. 

2.21 It is proposed to authorise the Central Board of Direct Taxes (CBDT), to 
issue directions or Instructions in order to remove hardships faced by the 
taxpayers In connection with Imposition of penalty relating to tax 
deduction or collection at source.-- 

2.22 it Is proposed to amend the provisions relating to computation of book 
profit for the purpose of levy of minimum alternate tax (MAT) so as to align 
it with the Indian Accounting Standards (ind-AS). 

2.23 It is proposed to clarify that the amendment made by the Finance Act r 
2016 in Section 112 of the Income-tax Act providing for concessional rate 
pf tax in respect of transfer of share of a private limited company shall be 
applicable retrospectively from assessment year 2013-14, 

2.24 It is proposed to amend section 10AA of the income-tax Act so as to 
provide that the amount of deduction referred therein shall be allowed 
from the total income computed in accordance with the provisions of the 
Act before giving effect to the provisions of the said section and that the 
said deduction shall not exceed the total Income, 

2.25 it is proposed to clarify that it\ the case of furnishing of information 
relating to payment to a non-resident of any sum whether or not 
chargeable to tax, the "person responsible for paying" shall be the payer 
himself, or, if the payer is a company, the company itself including the 
principal officer thereof. 

2.26 It is proposed to provide that where any 'term' used in an agreement 
entered into under sub-section {1) of Section 90 and 90A of the Income-tax 
Act, is defined under the said agreement, the said term shall be assigned 
the meaning as provided in the said agreement and where the term is not 
defined in the agreement, but is defined In the Act, it shall be assigned the 
meaning as defined in the Act or any technical explanation issued by the 
Central Government. 

2.27 It is proposed to provide that where the capital asset referred to in section 
35AD of the Income-tax Act is used for an ineligible business and the 
benefit of said section is withdrawn, the actual cost to the assessee in 
respect of such asset shall be the actual cost to the ess ess ee, as reduced by 
an amount equal to the amount of depreciation calculated at the rate in 
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force that would have beer allowable had the asset been used for the 
purposes of business since the date of Its acquisition, 

2.28 it is proposed to provide that a trust or an institution, which has been 
granted registration, and, has adopted or undertaken modification of the 
objects subsequently which do not conform to the conditions of 
registration, shall be required to obtain fresh registration, 

2.29 In order to strengthen the TC5 regime, it is proposed to provide that the 
coflectee shall furnish his PAN to the collector, failing which, tax shall be 
collected at a higher rate. 

2.30 In order to provide parity between an individual who is an employee and 
an individual who is self-employed, it fs proposed to provide that the self- 
employed individual shah be eligible for deduction upto twenty per cent of 
his gross total income in respect of contribution made to National Pension 
System Trust. 

2.31 It is proposed to provide that the authorised officer can, subject to 
conditions as specified, provisionally attach a property for a period of six 
months in order to protect the interest of revenue. It is also proposed to 
provide that he can make a reference to the valuation officer for the 
purpose of estimation of FMV of a property, 

2.32 It is proposed to authorise the Joint Director, Deputy Director or the 
Assistant Director of Income-tax to call for information for the purpose of 
any enquiry without seeking approval of the higher authority. 

2.33 It is proposed to expand the provision of section 133A of the Income-tax 
Act so as to include any place at which activity for charitable purpose is 
carried on. 

2.34 It is proposed to authorise the CBDT to frame a scheme for centralised 

issuance of notice calling for information and documents for the purpose 

of verification of information in its possession, processing of such 

documents and making the outcome thereof availabie to the Assessing 

Officer. ; 

■ 

2.35 In order to remove hardship. It is proposed to omit section 197(C) of the 
Finance Act, 2016 which provided for assessment of undisclosed income 
relating to any period prior to commencement of the Income Declaration 
Scheme, 2016. However, in search cases, it is proposed to provide that In 
case tangible evidence is found during the search, the Assessing Officer can 
assess Income upto ten years preceding the year In which search took 
place, 

2.36 in order to strengthen the TDS provisions, it is proposed to provide that a 
disallowance shall be made in respect of an expenditure incurred against 
income from other sources unless tax has been deducted thereon at 
applicable rates. 

2.37 In order to maintain the confidentiality of the source of the information 
and the Identity of the informer, it is proposed to clarify that the reasons 
to believe as recorded by the income-tax authority authorising a search 
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operation or a requisition of books of account or asset, shall not be 
disclosed to any person, authority or appellate tribunal 

2,3S It is proposed to provide that in case of unit in the consolidated plan of a 
mutual fund scheme received in lieu of unit in the consolidating plan, the 
actual cost an(^ the period of holding shall be the cost and the period of 
holding of the unit In the consolidating plan. 

2.39 It is proposed to amend the provision of clause 4 of section 10 of the 
Income-tax Act, 1961 so as to make the correct reference to Foreign 
Exchange Management Act (FEMAJ. 

2.40 It is proposed to provide a sun set clause in respect of deduction allowed 
to certain persons in respect of investment in listed equity shares and 
listed units of an equity oriented fund. 

2.41 It is proposed to exempt capital gains arising out of transfer of a rupee 
denominated bond by a non-resident to a non-resident. 


Indirect Taxes 
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CUSTOMS : 



Commodity 


Rate of Duty 


From To 


s 


Incentivizing domestic value addition, "Make in India' 


Reduction In Customs duty on inputs and raw materials to reduce costs 
Mineral fuels and Mineral oils 








Liquefied Natural Gas 


Chemicals & Petrochemicals 


Medium Quality Terephthalic Acid (MTA) & 
Qualified Terephthalic Acid (QTA) 


Metals 


Nickel 


Finished Leather 


Vegetable tanning extracts, namely. Wattle 
extract and Myrobalan fruit extract 


Capital Goods 


Ball screws, linear motion guides and CNC 
systems for use in the manufacture of CNC 
machine tools, subject to actual user 
condition 


Renewable Energy 


All items of machinery required for fuel cell 
based power generating systems to be set 
•up In the country or for demonstration 
purposes, subject to certain specified 
conditions 


All items of machinery required for balance 
of systems operating on biogas/ bio¬ 
methane/ by-product hydrogen, subject to 
certain specified conditions 


Miscellaneous 


All parts for use in the manufacture of LED 
lights or fixtures, including LCD lamps, 
subject to actual user condition 


Ail inputs for use in the manufacture of LED 
Driver and MCPCB for LED lights or fixtures, 
including LED lamps, subject to actual user 
condition 


BCD -5% 


BCD-2.5% 



BCD — 2,5% 


Ball screws and 
liner motion 
guides 
BCD-7,5% 
CNC systems 
BCD - 1D% 


&CD-10%/7,5%| BCD-5% 


CVD -12,5% 


CVD - 6% 


BCD -10%/7.5% BCD-5% 


CVD-12,5% 


Applicable 
BCD, CVD 


Applicable BCD 


CVD-6% 


BCD-5% 
CVD-6% 
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Commodity 


Changes m Customs and Excise / CV duty tc address 
inversions m certain sectors 

-_i_ 


Chemicals & Petrochemicals 


o-Xylene ■■ 


2-EthyJ Anthraquinone [2914 69 90] for use 
In manufacture of hydrogen peroxide, 
subject to actual user condition 


Vinyl Polyethylene Glycol (VPEG) for use in 
manufacture of Poly Carboxylate Ether, 
subject to actual user condition 


Textiles 


Nylon mono filament yam for use in 
monofilament long line system for Tuna 
fishing, subject to certain specified 
conditions 


Metals 


CO’POlymer coated MS tapes / stainless 
steel tapes for manufacture of specified 
telecommunication grade optical fibres or 
optical fibre cables, subject to actual user 
condition 


MgQ coated cold rolled steel cofls [7225 19 
90] for use in the manufacture of CRGO 
steel, subject to actual user condition 


Hot Rolled Coils [7208] for use in the 
manufacture of welded tubes and pipes 
falling under beading 7305 or 7306, subject 
to actual user condition 


Automobiles 


Clay 2 Powder (Alumax) for use in ceramic 
substrate for catalytic convertors, subject 
to actual user conditon 


Renewable Energy 


18. Solar tempered glass for use In the 
_manufacture of solar cells/pa nels/modules 


Parts/raw materials for use in the 
manufacture of solar tempered glass for 
use m solar photovoltaic ceils/modules, 
solar power generating equipment or 
systems, flat plate solar collector, solar 
photovoltaic module and panel for water 
pumping and other applications, subject to 


Rate of Duty 


From _ To 

the problem of duty 






BCD-2.5% 


BCD - 7.5% 


BCD -10% 


BCD-Nil 


BCD - Nil 


BCD-2,5% 


BCD-7.5% 


BCD -7,5% BCD - 5% 


BCD-10% 


BCD -10% 


BCD-12.5% BCD-10% 


BCD - 7.5% | BCD - 5% 


BCD - 5% | BCD - Nil 


CVD -12,5% CVD - 6% 
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Commodity 

Rate of Duty 



From j To 


actual user condition 


20. 

Resin and catalyst for use in the 
manufacture if cast components for Wind 
Operated Energy Generators [WO EG], 
subject to actual user condition 

BCD - 7.5% 

CVD - 12,5% 

SAD-4% 

BCD - 5% 

CVD-Nil 

SAD - Nil 


Miscellaneous 



s 

21.' 

Membrane Sheet and Tricot / Spacer for 
use in the manufacture of RO membrane 
element for household type filters, subject 
to actual user condition 

CVD - 12,5% 

CVD -696 

Chan 

ges In Customs duty to provide adequate protection to domestic industry 


Food Processing 

■ 



22, 

Cashew nut, roasted, salted or roasted and 
salted 

BCD -30% 

BCD-45% 


Electronics / Hardware 



D, 

21. 

Populated Printed Circuit Boards? (PCBs) for 
use In the manufacture of mobile phones, 
subject to actual user condition 

SAD-Nil 

SAD - 2% 


Miscellaneous 



24. 

RO membrane element for household type 
filters 

BCD-7,5% 

BCD - 10% 

Promotion of cashless transactions and promote domestic manufacturing of 
devices used therefor 

25, 

a) Miniaturized P05 card reader for m-POS 
(not including mobile phones or tablet 
computer), 

b) Micro ATM as per standards version 1.5.1, 

c) Finger Print Reader/Scanner, and 

d) Iris Scanner 

Applicable 
BCD, CVD SAD 

BCD - Nil 

,CVD - Nil 
SAD - Nil 

26"" 

Parts and components for manufacture of: 

a) miniaturized POS card reader ifor m-POS 
(not including mobile phones or tablet 
computer), 

b) micro ATM as per standards version 1,5.1, 

c) Finger Print Reader / Scanner, and 

d) Iris Scanner 

Applicable 
BCD, CVD SAD 

BCD-Nil 
CVD-Nil 
SAD-Nil 


II. ) Imposition of export duty to conserve domestic resources _ 

27, Other aluminium ores, including laterite Nil 15% 

Improving ease of doing business and Export Promotion _ 

2fJ. De-mlnimis customs duties exemption limit Duty payable GF value not 
for goods imported through parcels, not exceeding exceeding 
packets and letters Rs.100 per Rs.lOOD per 

_______ consignment consignment 

29, limit of duty free import of eligible items 3% of FOB 5% of FOB 
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Commodity 

Rate of Duty 




From 

To 

; 


for manufacture of leather footwear or 
synthetic footwear or other leather 
products for use in the manufacture of said 
goods for export 

value of said 
goods exported 
during the 
preceding 
financial year 

value of sard 
goods 
exported 
during the 
preceding 
financial year 

IV. 

Anti-avoidance measure 


30. 

Silver medallion, silver coins, having silver 
content not below 99.9%, semi¬ 
manufactured form of silver and articles of 
silver 

CVD-Nil 

CVD- 

12.596 


Note: fa) "Basic Customs Duty" means the customs duty levied under the 
Customs Act, 1962 H 

(b) "CVD" means the Additional Duty of Customs levied under sub-section 
f 1} of section 3 of the Customs Tariff Act, 1975. 

{c) "SAD" means the Special Additional Duty of Customs levied under sub¬ 
section (5) of section 3 of the Customs Tariff Act, 1975, 

(d) "Export duty" means duty of Customs leviable on goods specified in 
the Second Schedule to the Customs Tariff Act, 1975. 

EXCISE 


Commodity 


I. Public Health 


Tobacco and Tobacco Products 


Rate of Duty 


From To 


Cigar and cheroots 

12.5% or Rs.3755 per 
thousand, whichever 
is higher 

12.5% or Rs.4005 per 
thousand, whichever is 
higher 

Cigarillos 

12.5% oj- Rs.3755 per 
thousand, whichever 
is higher 

12,5% or Rs.4006 per 
thousand, whichever is 
higher 

Cigarettes of tobacco 
substitutes 

Rs.3755 per thousand 

Rs.4006 per thousand 

Cigarillos of tobacco 
substitutes 

12.5% or Rs.3755 per 
thousand, whichever 
is higher 

12,5% or Rs,4DQ& per 
thousand, whichever is 
higher 

Others of tobacco 
substitutes 

12.5% or Rs.3755 per 
thousand, whichever 
is higher 

12,5% or Rs.4006 per 
thousand, whichever Is 
higher 

Paper rolled bjrls - 
handmade 

Rs.21 per thousand 

Rs.2S per thousand 

Paper rolled biris - I 

Rs,21 per thousand 

Rs.7S per thousand 
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Commodity 

Rate of Duty 




From j To 

■i 


machine made 

1 

n 

Incentlvlzlng domestic value addition, "Make In India" 

□ 

^i - 

Renewable Energy f 


S. 

All items of machinery 
required for balance 
of systems operating 
on biogas/ bio- 

methane/ by-product 
hydrogen 

12.5% 

p 

_i_ 

6% 

B. 

Miscellaneous 


9. 

Membrane Sheet and 
Trl cot/5 pacer for use 
in the manufacture of 
RO membrane 

element for 

household type filters, 
subject to actual user 
condition 

12,5% 

.5% 

P 


10, 

All parts for use in the 
manufacture of LED 
lights or fixtures, 
including LED lamps, 
subject to actual user 
condition 

Applicable duty 

j 

n 

6% 


11. 

a. Waste and scrap of 

precious metals or 
metals clad with 
precious metals 

arising in course of. 
manufacture of 

goods failing in 
Chapter 71 

b. Strips, wires, 

sheets, pi ate s and 
foils of silver 

c. Articles of silver 

jewellery, other 

than those studded 
with diamond, 

ruby, emerald or 
sapphire 

d Sliver coin of purity 
99.9% and above, 
bearing a brand j 

Nil 

4 

Nil, subject to the 
condition that no credit 
of duty paid on inputs or 
input services or capital 
goods has been availed 
by manufacturer of such 
goods 
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IISST 




Commodity 

Rate of Dutv 




From 

To 



name when 

manufactured from 
silver oitJ which 
appropriate duty of 
customs or excise 
has been paid 



111. 

Promotion of cashless transactions and promote domestic manufacturing of 
devices used therefor 


12. 

a) Miniaturized PQ5 

card reader for 
m-POS (not 

including mobile 
phones or tablet 
computers), 

b) micro ATM as per 
standards version 
l.S.l, 

c) Finger Print 

Reader / Scanner, 
and 

d) Iris Scanner 

Applicable duty 

Nil 

h 

i 


13. 

Parts and components 
for manufacture of: 

'a) Miniaturized POS 
card reader for 
m-POS (not 

including mobile 
phones or tablet 
computers), 

b) Micro ATM as per 
standards version 
1.5.1, 

c) Finger Print 

Reader / Scanner, 
and 

d) iris Scanner 

Applicable duty 

4 , 

Nil 


Note: "Basic Excise Duty" means the excise duty set forth in the First Schedule to 
the Central Excise Tariff Act, 1985, 


? 

% 
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Commodity 

Rate of duty 

Hi 


i ! 

1 _h 

From 

To 

Q 

Pan Masala 

■ 

n 

Par Masala 

S% 

9% 

8. 

Tobacco and Tobacco Products 

■ 

2, 

Unmanufactured tobacco 

4.2% 

8.3% 


3. 

Non-filter Cigarettes of length not 
exceeding 65mm 

Rs.215 per 
thousand 

Rs,311 per 
thousand 


1 

Non-filter Cigarettes of length 
exceeding 65mm but not exceeding 
70mm 

Rs.370 per 
thousand 

fis.541 per 
thousand 

■ 

5. 

Filter Cigarettes of length not 
exceeding 65mrn 

Fts.215 per 
thousand 

Rs.311 per 
thousand 

■ 

6. 

. .] 

Filter Cigarettes of length exceeding 
65mm but not exceeding 70mm^ 

Rs.260 per 
thousand 

Rs.3S6 per 
thousand 

■ 

■ 

Filter Cigarettes of length exceeding 
70mm but not exceeding 75mm 

Rs.370 per 
thousand 

Rs.541 per 
thousand 

1 

s. 

Other Gga rettes 

Rs.560 per 
thousand 

Rs.811 per 
thousand 


9 

Chewing tobacco (Including filter 
khaini] 

6% 

12% 

10, 

Jarda scented tobacco 

6% 

12% 

■ 

11. 

Pan Masala containing Tobacco 
(Gutkba) 

6% 

12% 


—■——- ^.-——[- 1 

SERVICE TAX 


$. 

No. 

Changes 

Existing 

Proposed 

A. 

Rel ief to the a rme d forces of th e Uni o n fro m servi ce ta x 


1 . 

Services provided or agreed to he provided by the 
Army, Naval and Air Force Group Insurance Funds 
by way of life insurance to members of the Army, 
Navy and Air Force under the Group Insurance 
Schemes of the Central Government fs being 
exempted from service tax from 10 th September, 
2004 (the date when the services of life insurance 
became taxable). 

14% 

Nil 
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1 

B. 

Dispute resolution, certainty of taxation and avoidance of litigation 


1, 

Notification No. 41/2Q16-ST dated 22.09.2016, 
which hast exempted from service tax, one time 
upfront amount (called as premium, salami, cost, 
price, development charges or by whatever name} 
payable for grant of long-term lease of industrial 
plots (30 years or more) by State Government 
Industrial development corporations/undertakings 
to industrial units, is proposed to be made effective 
from 1,6.2007 (the date when the services of 
renting of immovable property became taxable). 

14% 

Nil 


n 

Rule 2A of the Service Tax (Determination of Value) 
Rules, 2006 ts proposed to be amended from 
01,07.2010 so as to make It clear that value of 
service portion in execution of works contract 
involving transfer of goods and land or undivioed 
share of land, as the case may be, shall not include 
value of property in such ipndor undivided share of 
land. 

4.2% 

4.2% 

C. 

Promotion of Regional Connectivity Scheme of Ministry of Civil Aviation 

------- ‘ _i_ J 

i_ 

1. 

Under the Regional Connectivity Scheme (RCS), 
exemption from service tax is being provided in 
respect of the amount of viability gap funding (VGF) 
payable to the airline operator for providing the 
services of transport of passengers by air, 
embarking from or terminating in a Regional 
Connectivity Scheme (RCS) airport, for a period of 
one year from the date of commencement of 
operations of the Regional Connectivity Scheme 
(RCS) airport as notified by Ministry of Civil 
Aviation. 

14% 

Nil 

Q 

Rationalization Measures 

i_ 

1, 

The exemption in respect of services provided by 
Indian Institutes of Management (IIMs) by way of 
two year fuil time residential Post Graduate 
Programmes (PGP) in Management for the Post 
Graduate Diploma in Management (PGDM), to 
which admissions are made on the basis of the 
Common Admission Test (CAT), conducted by IIMs, 
is being extended to include non-residential 
programmes. 

14% 

Nil 


2, 

Explanation-1 (e) to Rule 6 of CENVAT Credit Rules, 2004 is being amended 
so as to exclude banks and financial institutions including non-banking 
financial companies engaged In providing services by way of'extending 
deposits, loans or advances from its ambit. 













The Negative List entry in respect of "services by 
way of carrying out any process amounting to 
manufacture or production of goods excluding 
alcoholic liquor for human consumption", in the 
Finance Act, 1994, Is proposed to be omitted and 
instead placed in the exemption notification, 
Consequently, clause {40) of section 65EJ of the 
Finance Act, which defines 'process amounting fo 
manufacture' is also proposed to be omitted and 
Instead placed in the exemption notification, 



AMENDMENT TN THE FIRST SCHE 


Amendment 



•A I 


HE CUSTOMS TARIFF ACT, 1975 





Amendments not affecting rates of duty 


The following amendments are being carried out to; 

(i) Delete tariff items 1302 32 10 and 1302 32 20 and entries relating 
thereto and create new tariff items 1106 10 10 and 1106 10 90, In 
relation to Guar meai and its products so as to harmonize the Customs 
Tariff with H5 Nomenclature* 

(ii) Create new tariff item 1511 90 30 for Refined bleached deodorized 
palm stearin, so as to harmonize Customs Tariff in accordance with 
WCO classification decision, 

(iii) Substitute tariff items 3323 11 11 to 3823 11 90 and entries relating 
thereto with tariff item 3823 1100. 

(iv) Substitute tariff items 3904 10 10 to 3904 22 90 with tariff items 3904 
10 10 to 3904 22 00 in relation to the PVC Resin. 


Chapter Note (4) of Chapter 93 is being amended so as to remove the non¬ 
applicability of headings 9S03 and 9804 to goods Imported through courier 
service. Also, heading 9804 is being amended so as to extend the classification 
of personal imports by courier, sea, or land under this heading. 















1943 -j * All Federal coir.scner.t5 .0 use lirtf SS\I "exclusively" whenever foe 

| component found it advisable to set up a new identification system for 

individuals^). ‘ i 

.*• .The Social Security Board :c cooperate with 1 Federal uses of the number by 
issuing anc verifying numbers for other foderal agencies 


1561 The Civil Service Corn miss jon adoptee the SSN as ?n official Federal employee 
\ Identifier (3K 


IS52 . The Internal Revenue Service adopted the SSN as its official taxpayer identification 
! number (4). 


Treasury Department, '/a internal col icy, require:; buyers of Series H savings bonds 
(5V:c provide thdrSSNs. 


155f5 \ Midcirei It became necessary for .res'; individuals ac? $5 end 6!der to have an SSN 

f > '»■ U&_. » ■ !« * «i »— 

' 1955 The Veterans Administration began to use the s$lu as the hospital admissions \ 

'’■• ' •num ber (7)-anti for pa 'J gnt record k eeping. 

1 1969 j The Department of Defense adopted ths SSN in lieu of the military service number 

, I for Idefitif’/ihg Afcr ed Forc es persome: _ ) 

1970 j Bank Records and fcre'gn Transact'ens Act (P.I. 91-5381 required all banks, savings 
ctnd loan associations, credit unions and brokers/dealers in securities to obtain 
the SSNs Of all of their customers (G). 


1954 



Also, ftacM institutions were required to file a reooit with foe IRS, including the 
S$M Of the customer, for any transaction in volving more than. $1 0,Q$k , __ 

L97& "To aliowus* by the States of the SSN rr'che admlnfctrBttoiv'of any tax (9), general 
I public assistance (10), driver's license (tl) or motor vehicle registration law (12) 
'within thok jurisdiction and to authorize the States to require Individuals affected by 
such laws to turn is hi thei r SSN $ to the States: . _ : ■ •• • - 

1976 amended suden 6109 if the Internal Revenue Coo* to provide that the SSN b» used 

j les tha tax Identlfkatfqn number (TIN} for all ta x purposes. _ ...' r _ 

1977 ?CPd Stim? Act Of 1577 (?.1.9&•• 515 > required 'disciwvw of $$Ns of ail rouseho.d 
‘merr tiers as a con d it* on of eligibility fer oa.'vc'paticn in the food stamp program 


1931 | Omnibus Budget Reconciliation Act cf 1981L 97 35) inquired the disclosure^ the . 

! SSNs Of ah adult members in the household cf children applying to ths school lunch 

• program {\c), ■ ... , , _ - •'.-• 

t’^ttSl | Section -3 required any Federal slate o, IM$I government agency to furnish the name | 

* and $$N of prisoners convicted of i felsny to the 9ecretaiy of KHS. te t-nfonr.e j 

[ suspension of disability benefits to certain imprison ed felons (15). , , • . J 

19$2 'tab: Co'iectioi Act (P.L. 97-365) required that all applicants for loans under any 

_ fqdcrai loan prog mm (16) furnish th.ei, SSNs to-the agen cy supplying the logn . . 

19S3 The Interest and Dividend Tax Comp ianc« Act ? L 98 S7) requires SSNs f<?i* *« ; 

interest-bearing accounts (17) and provides a penalty of S50 for ail individuals who ^ 
•fa)I to furnish a c orrect TIN (usually the SS NV , J 

19$4 Amended the Social Security Act fc esrsb'ish an income and eligibility verification 
.system Involving State agencies (18) administering the ArDC Medicaid, : 
unemployment compensation, the fobc stamp programs, and 5ttite programs under 
a plan approved under title I. X, XIV. ci XVI of the Act. States were permitted to 
r equire tHeS$N r as a condi tio n o‘ el igjbi.i:g_;orbens fits u.id e r afwoIthes» p 
1W 'Amended Section 60$31 of the IRC to ic-qure that persons engaged lo a trade or 
business (15) file^ report (inducing SSNs) with Tite IRS fo r cash trahScCtions ovc r 

SIC-COO, _ ■ . . - ^T T —j 

• ^986 (P. i. 99 - 5 V.) re a uked in d ivi duels filing a to* return due after De centbe 1 ’ 31.19 3 ■•, .o< j 
include the taxpayer identification n umbcn-usu^ly th£ SSN-of each dapendent 
age 5 or older ( 20 ). . .. . -.-j ——' 
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^S6 Commercial Mstor Vehicle Sa f *t/ Act of 19*56 (P.L ■’95*753) Authorized the SecretnA/ 1 ^ 

Of Tr’Ansportaiion to require the- use of the SSK on corhmerclaL motor vehicle 
Oparatofs 1 licenses (21}, 


1996 Higher education Amendments of 1936 ( fl .L. &9-A25) rsqulred that Student roan 

applicants submit thetr5SN as a condition of eligibility _J 

l&£9, "Rousing n^d Commuiviy Development Act or lS&TfF.L. 100'242} authorized the 
Sec rets 7 HUD to r squire disclosure of a putsch's SSN as a condition of eli jibiSity 
foriny HU D .ptoarann (23), 

■ . . . . / i i h h i \ t : i ,1 i ^ . h m i i .' ■ l ».■ i 1> i i n 1 1 ' | 1 ■ ' 

193£ beginning N caliber 1,1SS0, «i State ;& cotain the SSNs cf the parents when issuing 

_ a birth Certificate (24), _ .- 

1938 Authorised a State and/or any blood donation facility to use SSKs to identify blood | 

_. donors (i?) „r __ ; _„...,' I ,,.,,.J 

1990 , required an SSN for eligibility for benefits from the Department Of Veterans I 

_ Affairs (PVA) {26)., _ ; _. . __ 

IS94^ a uth o,ri;g,d the use of the SS^ for jury selection (27). 

J994 authorised cross-matching cf $$Ns and Employer Identification Numbers maintained 
> by the 0 e partm e n: Ag picul lure wi th c the: r so? ra I age nci e $ f 0 r this pu rp ose of ■ 

i> i im estioa ii ng b Dth foe d.st am o f:a uc a nd. v 1 o la tions &f ottui r Fe d & ra 11 a wi {2 &), ] 

1994 authorized the use of the SSN by the Department of Labor in administration cf | 

; Federal workers' comp e nsation laws (29) 

j :&S 5 1 Seotio r* 317 provided tt] at Sta :e d,i ifd s u poc rt e nf 0 rofi m en; pro ted u res req-jire th e i 

i „ SSN of 3 (iy applicant tor 3 professional license (SO}, commercial driver's license 

(31}, occupational license (32), or marriage licanse.(33} be recorded on tne 

_ application, ' - . ..-,-i _ 

1996 'The SSN Of any parson subject to a divorce decree, (34} support order, (35)or 

paternity determination or acknowledge mem (36} ^ould have to be placed in the 

jt rt lnsnt records, ' .. ■ - ■- ; _—— 

1595 SSNs &tc required on death certificates, (3V) . . _ ... . .. 1 .1 

1993 I d e htity Theft and Assu m p:l o n Data rre n « Ac [ o f t S 93 (P.L ',05-516) defi hes 'means 

of Identification" to include name, social security number, date of birth, official 
^tate cf government issued drive's l-ceise o: identification number, alien fegtadon 
’ number, government pisspo*: number and enp oyer crtaxpayer identification 

nvfnbgr; and _*___ 

■ 2065 ", Prohibits Federal, State, <in 6 ! ocal governments from displaying SSNs, or any 
d e rivative tne re of, on d rivers' H ;e nse &, me to: ve hid e registrar o rs, o r oft e r 
, identlfi:atidn dOcuments issoad by State tieoartments of frotoi yehjcjgs,_! 
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